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Hearings held in connection with this Television Inquiry are being printed 
in four volumes, as follows: 


Part I. UHF-VHF Allocation Problem (testimony of Federal Communications 
Commission). 

Part Il. UHF-VHF Allocations Problem. 

Part III. Subscription Television. 

Part IV. Network Practices. 








TELEVISION INQUIRY 
(Subscription Television) 


MONDAY, APRIL 23, 1956 


Untrep States SENATE, 
ComMITTeEe ON INTERSTATE AND Foreign COMMERCE, 
Washington, D. C. 


The committee met, pursuant to notice, at 10 a. m., in room G-16, 
the Capitol, the Honorable Senator Alan Bible presiding. 

Present: Senators Bible, Potter, and Purtell. 

Senator Bratz. The committee will come to order. 

The committee is now turning its attention to a somewhat different 

hase of its television inquiry, the question of subscription television. 
Before calling on our first witness, however, we have received a num- 
ber of items which should be inserted in the record : 

First, is the additional testimony of Norwood J. Patterson, the gen- 
eral manager of KSAN-TV, channel 32, San Francisco, Calif., who 
originally appeared before this committee on February 9, 1956. His 
additional statement relates to the economic consequences of deinter- 
mixture to operators of stations affected. 

Second, is a letter, dated April 2, 1956, from Dr. E. W. Engstrom, 
senior executive vice president, Radio Corporation of America, who 
testified before this committee on March 15, 1956. This letter fur- 
nishes data requested by the committee as to the cost of increasing 
the effective radiated power of a UHF station from 250 kilowatts to 
a thousand kilowatts. 

Third, is a statement of Louis Lubin, the chairman of the business- 
men’s council of Americans for Democratic Action, commenting on 
the insufficiency of competitive channels, on the resulting lack of 
advertising time for small-business men, on certain network practices, 
favoring deintermixture as an interim measure, suggesting that this 
committee’s ad hoc committee of engineers should have been broad- 
ened to represent business, and so forth. 

Fourth, is a statement of Dr. Edward Lambert, of the University 
of Missouri, which operates KOMU-TV, who outlines the station’s 
locally originated oar and emphasizes the importance of wide- 
area coverage in relation to its operations, in reply to testimony of Mr. 
Harold Thomas and Mr. Philip Merryman on Sihiaees 27 and 28, 
1956. This statement will be inserted in the record and printed in con- 
junction with such earlier testimony. 


Note.—Staff members assigned to this hearing: Kenneth A. Cox and Wayne T. Geis- 
singer, special counsel; Nicholas Zapple, communications counsel. 


1047 





1048 TELEVISION INQUIRY 


Fifth, is a statement by Sidney W. Dean, Jr., of New York City, 
supporting subscription television and proposing to limit it to a class 
of stations especially licensed for that purpose. 

(This material will be found as follows: 

(Items 1, 2, and 4 are printed in the second volume on the UHF- 
VHF Allocation Problem at pp. 1009, 698, and 1010, respectively. 

(Item 3, because it refers to both allocations and subscription tele- 


vision, is printed at p. 1009 in the second volume on the UHF-VHF 
Allocation Problem, and is also set forth below. 

(Item 5 is set forth below.) 

(In addition, a letter from the national legislative committee of the 
American Legion, forwarding a resolution of the national executive 
committee of the American Legion urging the continuation of free 
television broadcasts in the interests of hospitalized veterans, which 
was inserted into the record on March 14, 1956 (see p. 630 of second 
volume on the UHF-VHF Allocation Problem), is printed at this 
point at the request of said committee. ) 


STATEMENT OF Louis LUBIN, CHAIRMAN, BUSINESSMEN’S CoUNCIL OF AMERICANS 
FOR DEMOCRATIC ACTION 


I am Louis Lubin, chairman, Businessmen’s Council of Americans for Demo- 
cratic Action. I submit this statement on behalf of the council. 

The Businessmen’s Council of ADA is an organization of businessmen con- 
cerned with giving expression to the liberal point of view within the business 
community. We believe that there is a liberal view on the question of this 
Nation’s television policy. The views set forth in this statement represent a 
cross section of the council’s opinion and experience rather than the view of any 
individual member. 

The present availability of usable television stations and networks is now 
wholly inadequate for free competition, and flexible use of this powerful adver- 
tising medium by smaller and medium size, as well as large, businesses. Adver- 
tisers must buy low-cost mass audiences in order for television advertising to 
be profitable. On this basis, the number of VHF stations with large audiences 
is so few that their time is largely sold out and their rates and terms are no 
longer determined by competition, which is essential to a self-regulating indus- 
try. There are only 12 markets in the United States with 4 or more stations, 
and only another 22 markets with 3 stations in the same VHF or UHF frequency 
band. Only 57 additional markets have a choice of 2 stations in the same fre- 
quency band. 

This lack of usable stations has similarly limited advertisers’ choice to only 
two live networks which can give reasonably adequate national coverage. These 
two networks are sold out of evening time. Like the stations, the networks have 
taken advantage of this shortage to inflate rates, take over control of programing 
by selling programs in forced combination with their time, improperly influence 
local affiliations, promote their film, talent, and station representative sub- 
sidiaries, ete. 

These conditions have resulted in a very high concentration of television adver- 
tising usage by a relatively small number of very large businesses. These large 
advertisers are able to preempt preferred times, programs, and stations under 
highly favorable quantity discounts and terms of options and renewals with 
which smaller advertisers cannot compete. The net effect is that these few 
large television advertisers can buy advertising audiences in terms of cost per 
viewer per minute of commercial time that may be as little as one-tenth of the 
net cireulation cost of smaller advertisers who can only secure small audience 
programs at high open rates. 

We favor the restoration of free and open media competition as the only basic 
solution to this situation. In our opinion, there is need for at least 4 national 
live networks, supplemented by additional independent stations in the 125 largest 
markets. 

We would first favor a high-level study by the Congress of the present and 
future needs of advertisers as well as all other groups in the population. We 
favor the development of other forms of economic support for broadcasting, such 
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as pay television, provided they will be assigned additional, exclusively licensed 
channels so as not to displace or restrict the growth of free commercial television. 

In our opinion, it will require at least as many as the 70 UHF channels to 
provide an adequate television communication system for the total needs of 
business as well as other services. The ultimate gradual transfer of all broad- 
casting to the UHF band should be considered. As an interim measure, only, 
we would favor deintermixture of the UHF and VHF markets, each on its own 
merits. 

Finally, we deplore the fact that the Senate committee’s ‘tad hoc” group of 
advisers does not include representatives of business, journalism, publishing, 
entertainment, education, social and political institutions, etc., who are actual 
or potential users of television, as opposed to its present makeup which is domi- 
nated by the representatives of the networks, and station owners who have 
large vested interests in maintaining the present scarcity of facilities. 

We would appreciate it if this statement could be made a part of your com- 
mittee’s record in this matter. 


Aprit 20, 1956. 
From: Sidney W. Dean, Jr., 94 MacDougal Street, New York 12, N. Y. 
To: The Interstate and Foreign Commerce Committee, United States Senate. 
Subject : Testimony on subscription * television. 


FOREWORD 


I address these comments to the Commission entirely out of my interests and 
responsibilities as a private citizen. My qualifications include 20 years of busi- 
hess experience in communications and media planning, marketing management 
and consulting, and various positions in civic and educational organizations. I 
have no investments in broadcasting or related equipment firms; I have no 
business gain or private interests to express beyond my long and carefully con- 
sidered conviction that a proper system of audience payment for broadcasting 
will serve an indispensable role in attaining a free and diversified way of life 
for our Nation. 

A. SUMMARY OF TESTIMONY 


1. Subscription television is entirely in the public interest. Without an 
optional, competitive system of audience payment, broadcasting can never be 
a truly free and diversified medium like print, and can never serve the variety 
and essentiality of needs of the public, the creative professions, and the legiti- 
mate enterpriser. 

2. Subscription television should be immediately licensed for exclusive, full- 
time station usage. But it should not be licensed for mixture with commercial, 
noncoded, sponsored television, in order not to interfere with its useful growth 
or deprive the public of “free’’ advertiser-sponsored television. 

3. The present usable TV spectrum is wholly inadequate for the potential of 
commercial television, let alone new subscription stations. The foreseeable 
future need is for not less than the 70 UHF channels. Only a radical remedy, 
like the gradual transfer of all TV to UHF, will solve the problem. 

4. The Congress should immediately establish a select committee on the total 
problems and opportunities of both sponsor-paid and public-paid broadcasting. 
As a first step, it should appoint an advisory council of journalists, educators, 
entertainers, writers, artists, political and social scientists, publishers, motion 
picture producers, businessmen, and advertisers to define present and potential 
total needs and opportunities for broadcasting services by all types of economic 
support, both free sponsored, educational, and public service, and audience 
payment. 


B. SUBSCRIPTION TELEVISION IS IN THE PUBLIC INTEREST 


The very structure of a free society is formed by the nature and controls of 
the communications systems which give it self-expression and cohesion. Democ- 
racy, as a system of representative self-government, has been most successful, 
and defensively most secure from external and internal attack, where a high 
level of literacy through universal education combined with a comprehensive, 


+ Terminology : In conformity with the Commission’s language, the phrase “subscription 
television” is employed by me as a generic term for any system which permits a voluntary 
payment by the public for selected individual programs whose length and program charge 
may be varied by the program’s sponsor. 
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diversified system of communications has given “the consent of the governed” 
its most effective expression. 

The goals of our American way of life also seek to assure that individual self- 
expression and self-realization, in their widest political, economic, and cultural 
meanings, have the fullest scope consistent with justice and national security. 

To realize these objectives, our constitutional tradition requires that the press 
and media of communications be freed to the greatest possible extent of technical 
or regulatory restrictions which might impede the flow and competition of ideas 
and services or obstruct free personal and business enterprise in the profitable 
development of innovations and improved services. 

Our printed press is remarkably free to new ideas and services, since creative 
writers and publishers have relatively unlimited access to paper, ink, presses, 
and many channels of distribution to the public. It is responsive to the wants 
of practically every segment of the public, since small editions or units of circu- 
lation can be profitably sold to the public as books, pamphlets, or magazines in 
a variety of formats and prices. 

In the print media, also, there has been ample opportunity for free circulation 
of literature, even books and magazines, which could be profitably conducted by 
advertisers, educational and social organizations, religious institutions, and 
frankly avowed political groups and lobbies. This mixed system of print com- 
munications has been responsive to our incredibly diversified and expanding 
communications needs and a thoroughly healthy influence on our lives. 

But this situation has not existed in broadcasting. Its inflexible economic 
structure led to the almost accidental development of advertising as its only 
source of income—contrary to the opinion of Secretary of Commerce Herbert 
Hoover in 1926, who predicted that it would be supported by public subscriptions. 
Without the benefit of foresight, the licensing of radio frequency channels ex- 
pressly prohibited the coding of broadcasts which is necessary for public pay- 
ment systems. In fact, most of the radio frequency spectrum is now licensed 
for coded signals which the public cannot utilize. It would do no damage to the 
principle of the best use of the air in the public interest to permit the use of 
an additional portion of the broadcast band to coded broadcasting for pay 
and private profit. The present “free” broadcasting channels, like all the rest 
of the spectrum used by private firms and individuals, is in fact, and properly, 
licensed for private profit. 

May I respectfully submit that both the public and our governmental agencies 
need to reexamine the validity of the so-called freedom-of-the-air issue? To the 
extent to which freedom of the air is equated with the constitutional privileges 
of freedom of the press, there is no precedent for assuming that freedom of the 
air requires free circulation, or no payment by the recipient. By analogy, this 
would equate freedom of the press with a requirement for free public circulation 
of our newspapers and magazines, which have permits to use the public mails 
at a public financial loss. 

I therefore submit that a system of subscription broadcasting regulated to 
insure free access and free competition is completely consistent with traditional 
American freedom of the press. As is the case in the press, exemplified by 
shopping newspapers and free-circulation business magazines, it is best assured 
by a mixed system in which the publisher, sponsor, or producer is free to 
charge or not to charge, and in which the channels of distribution, mail, express, 
stores, carriers, etc., are eqally accessible to all. 

The objection that there are not sufficient broadcast channels in the radio 
frequency spectrum to permit free access to all would-be broadcasters is not a 
pertinent argument for restricting broadcasting to free circulation, any more 
than it is a valid reason for restricting broadcasting to paid circulation. It is 
an unfortunate technical limitation that makes it all the more important that 
our public broadcasting policy require that our systems—pay, free, and educa- 
tional—be diversified and open to competition between systems, as Well as within 
systems, for both public audiences and public revenue. 

If necessary to satisfy a semantic or regulatory technicality, an adjacent por- 
tion of the broadcast band could be ruled a commercial band for the purpose of 
subscription broadcasting. In either case, the objective is to free public broad- 
casting for both free and paid circulation, as is print and every other medium 
of communication. 

A broadcasting policy for the United States must also deal with the realities 
of power and control. A communications system which does not provide the 
maximum of free access to ideas and services based upon providing equal oppor- 
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tunties to people for self-expression, and capital for profit, invites undemocratic 
forms of distribution and control of power over our minds and institutions. 

In the photographic exhibit entitled “The Family of Man,” now being shown 
in museums, there is a graphic vista of rooftops with their forests of television 
antennae to lend meaning to the quotation of Thomas Jefferson displayed below : 
“I know of no safe repository for the ultimate powers of society but the people 
themselves.” 

A direct public payment for a product or service is a voluntary, selective ballot 
which not only measures the usefulness of that service but provides the eco- 
nomie incentive for invention, competition, and expansion. As in other fields, 
free competition between systems, as well as between individual products or 
services, provides yardsticks of value as well as stimulants and assurances of 
enterprise. 

Free broadcasting, due to its inescapable economic limitations, has lacked 
these essential elements and benefits of competition ; free broadcasting has lacked 
a practical economic mechanism for profitably serving the multitude of less- 
than-majority tastes and interest; free broadcasting has been a force for social, 
cultural, and political conformity rather than of diversity ; free broadcasting has 
provided inadequate rewards for innovation and penalized risk-taking; free 
broadcasting has tended to reward the facilities operator rather than the risk- 
taking producer and ereative writers and artists; free broadcasting is a static 
and conservative force rather than a stimulant to growth and progress. 

No other system of private communications or institutions which serve these 
many purposes has developed without this essential element of direct public 
payment and responsiveness. Not even Government itself, when it established 
free public education, regulated against paid private systems of education. 

Many of our wisest and most objective men in public life, including educators, 
social scientists, creative writers, and artists, now believe that the past 30 
years of experience in radio, and a few years of television, have proved by 
demonstration that the present economic system of broadcasting cannot satisfy 
the great and expanding needs for information, education, cultural, and enter- 
tainment services which could be provided by a diversified broadcasting structure 
with a wider economic base and greater opportunities for new ideas, people, 
and capital. 

For these and many other reasons, it is in the highest public interest to estab- 
lish a system of broadcasting providing for public payment. This system should 
be added to, but not displace, the already established systems of free commercial 
and educational broadcasting. 

The following sections of these comments are intended to demonstrate that 
a new additional system of subscription television is now practical, and suggest 
standards for such a system. The questions and issues asked by the Commission’s 
notice are answered in context. 


C. PRINCIPLES FOR ESTABLISHING SUBSCRIPTION TELEVISION WITHIN A MIXED SYSTEM 
OF COM MERCIAL-SUBSCRIPTION-EDUCATIONAL BROADCASTING 


There are three requirements essential to the public interest for the accom- 
modation of a system into the present structure of broadcasting. The basis 
of these three requirements will be expanded in later sections of these comments. 

1. Three classes of licenses must be established to define and regulate the 
services of each of the three types of stations: Commercal, subscription, and 
educational. 

2. There must be a greater number of stations available in every area of 
the country in order to give each of the three systems of broadcasting free 
seope for audience and revenue development and maintain competition between 
stations, networks, and services. 

3. Each station, whether it is commercial, subscription, or educational, must 
have equal access to the public. 

To comment upon these requirements more fully : 

1. Three types of licenses should be established : 

(@) Commercial stations will broadcast uncoded sponsored or sustaining 
programs, but may not employ coded or subscription television systems. 

(6) Subscription stations will broadcast coded subscription (see “definition” ) 
programs, as well as uncoded sustaining programs, but may not broadcast un- 
coded, sponsored programs. 

(c) Educational stations will broadcast uncoded programs but may not em- 
ploy coded subscription systems nor accept payments from noneducational 
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sponsors. They will retain their present right to solicit funds or sell teaching 
aids, etc., on a voluntary basis. 

(Educational institutions or firms may sponsor coded subscription broadcasts 
on subscription stations. ) 

The purpose of this program is to maintain not less than the present amount 
and kind of free commercial broadcasting now available, and prevent, through 
unrestricted licensing, the possibility that subscription television might displace 
free television even in the popular listening hours. By the separate licensing 
system proposed, all advertising revenues will be reserved for a permanent 
system of free, uncoded, broadcasting adequate to support not less than the 
present number of commercial stations, and undoubtedly more. 

2. The channel requirements of such a mixed system may vary from 6 or 8 
up to 12 to 20 stations per area, depending upon the ability to pay and the 
advertising productivity of the areas served. Since this is principally a function 
of the population, this range will vary with the population of each area. The 
following table is purely for illustration : 

A large | A small 


g' 
population | population 
area area 


Commercial stations 7 
Subscription stations 7 
nee ONG es, icc cscs cn dadtt Jase Taba dine gies encenke 2 


t 
4 
1 


16 9 


I am informed by engineers that the UHF band will provide a minimum of 
Service from ten or more station channels for each and every area in the United 
States. By some variance to favor the heavily populated areas which contain 
two-thirds of the United States population, this number might be increased 
up to 20 channels in these large areas. 

3. All television stations must ultimately move to the UHF band to satisfy 
the requirements of equal access to the public for each and every station. 

I am informed that the additional cost and problems to the public involved 
in all-band VHF-UHF reception are a serious, if not an insuperable, obstacle 
to giving each station in every area equal access to the public. The record of 
UHF stations seems to prove this. 

Therefore, to meet the requirements for equal access and opportunity for 8 
up to 20 stations in a given area, 1 band allocation seems essential, although 
advocated by me solely on the basis of the technical counsel I have received, 
rather than as a matter of principle. 

4. The timetabling and regulation of eventual discontinuance of VHF and 
transfer to UHF must be fairly, carefully, and slowly carried out. Some of 
the principles of such a shift might be: 

(a) The establishment of a cutoff date for VHF 3 to 5 years in the future. 

(b) The immediate granting of UHF licenses to VHF stations, with incentives 
to construct UHF transmitters to provide dual VHF-UHF services, as dual 
AM-FM services are now provided. 

(c) Accelerated technical and marketing research programs with Federal 
funds, to minimize both the public’s and the broadcaster’s costs and burdens of 
conversion. 

5. Safeguards and incentives for the investors and operators of exclusive sub- 
scription television stations must also be fairly and carefully developed. Some 
of the principles might be: 

(a) Trial licensing of subscription stations in only a few large markets. 

(b) Permitting, for an interim period, acceptance of advertiser sponsored, 
uncoded programs in those areas served by fewer than four, for example, com- 
mercial stations. 

6. Methods of safeguarding the investments of commercial stations must also 
be fairly and carefully developed. Such principles might include: 

(a) The setting of a cutoff date before which a commercial station might freely 
convert to a subscription license. 

(b) After that date, the establishment of criteria for permissive conversion 
from a commercial to a subscription license. 
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(c) Incentives, such as tax writeoffs, to VHF stations to finance the con- 
struction of UHF transmitters to provide dual service during the transitional 

iod. 
Pel. Methods of safeguarding and compensating the public who have VHF-only 
receivers must be fairly and carefully developed. Such methods might include: 

(a) Federally aided technical and marketing research to assist in develop- 
ing minimum cost UHF conversion. 

(b) Waiver of excise taxes, etc.,on UHF receivers and converters. 

(c) Possible income tax writeoffs on an amortized basis for obsolescent VHF 
receivers. 


D. THE PUBLIC NEEDS, AND WILL PROFITABLY SUPPORT, A NATIONAL SYSTEM OF 
SUBSCRIPTION TELEVISION 


My analysis of United States Department of Commerce studies of consumer 
expenditures indicates that the public is now spending about $15 billion a year 
for recreation, private education, and other outlays which are roughly equivalent 
to the services that a developed, national system of subscription television might 
provide. Excluded from this are $8 billion expenditures for public education, 
$2 billion for private education, and such speculative but potentially large sources 
of new revenue as the employment of subscription television for fund-raising 
by philanthropic, religious, and political organizations. 

I will not document the variety of programing that the unprecedented conven- 
jence of subscription television will tap nor quote from the public surveys 
that have been made of its popularity where tested. I believe that the program 
services of subscription television will be substantially noncompetitive in both 
types and variety with commercial television. 

In my judgment, a national subscription television system can attain an annual 
rate of gross revenue of four to five billion dollars by the end of its second year. 
This is equivalent to about $100 per set per year, or $2 per set per week. 

This compares with the present annual rate of television advertising expendi- 
tures for facilities and programs of $1 billion. In the foreseeable 5- to 10-year 
future, it is unlikely that the economics of advertising will give television an 
annual revenue in excess of $2 billion. 

A potential of 4 to 5 billion dollars annual revenue provides adequate profit 
incentives for the capital investment to establish subscription television. The 
following comparison between the present financial structure of the telephone 
industry and that of a potential subscription television industry supplies some 
basis for confidence in the availability of capital. 


Potential 
Present telephone system subscription 
television 





Ueipees and sets, total 
esidential 40,000,000. 
$4 to $5 billion. 
Revenue per phone or set 


: : | $100 -| $100. 
I BI atk ca sttchictinti a dieeininigt Viekktin ws grin = _| $16.2 billion. .- | $15 billion.! 
Investment per phone or set | $300 


! Rough estimate of present gross public and industry investment, unadjusted for depreciation, replace- 
ment, obsolescence, price deflation, etc. 


rT conclude that there is every reason to believe that creative American 
capitalism can and will supply the dynamics and leadership for a new industry 
of this magnitude and profit opportunity. 


E. THE TECHNICAL SOLUTIONS FOR SUBSCRIPTION TELEVISION ARE NOW AVAILABLE 


I am not qualified to evaluate the merits of the various proprietary systems now 
offered. However, it seems to me that many of the essential technical elements 
for a uniform, low-cost, dependable system are either in the public domain or 
available for patent pooling. These elements would appear to consist of a 
decoder plus a recording device like the A. C. Nielsen Audimeter which registers 
upon a tape the channel, day, and time of use. These elements lend them- 
selves to an integrated system of tape collection and low-cost electronic com- 
puting, accounting, and billing operations. 
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It must be a requirement of any licensed system that it be uniform nationally, 
with a minimum service and maintenance load. It should also be a requirement 
that the public could rent all equipment on a telephone-type service basis 
so that nothing would need to be bought, or obsolescence risked. With a 
revenue potential of $100 per home per year such a system is financially feasible. 


F. THE OPPORTUNITY TO PRODUCE OF SPONSOR SUBSCRIPTION PROGRAMS MUST BE FREELY 
AND EQUALLY AVAILABLE TO ALL, AND BE SUBJECT TO FEDERAL REGULATION 


The regulatory structure of a subscription television system should have as 
a goal free, competitive, and identical access to any and all types of producers or 
sponsors. Such producers might include present motion-picture and theatrical 
producers, broadcasting network organizations, talent organizations, package 
houses, sports organizations and promoters, educational institutions, charitable 
organizations, churches, political parties and civic organizations, United States 
and foreign governments and agencies, publishers of books and magazines, 
lecture, concert, and musical groups, recreational and hobby groups, museums 
and art organizations, news and editorial syndicates, film and recording or- 
ganizations, private individuals and business firms, etc. 

To assure free and equal opportunity of access to all prospective “producers” 
(sponsors, publishers, program promoters, etc.) the services of the stations, 
their interconnecting networks, and the public collection system should be 
available on a flat rental fee basis, with the same rate, terms, and services 
for all. No brokerage, bulk wholesaling, or preemption of facilities should 
be permitted by anyone, including the station or networks. The program unit 
should be held to a reasonable maximum length (perhaps 2 hours) and sold 
only on an individual program or weekly cycle basis. No stations, inter- 
connecting networks, or public collection system can be permitted to preempt 
time, secure preferential rates or services, or enforce “package deals” requiring 
purchase of talent, services, etc. If these distributive services also decide to 
establish program-producing organizations, there must be no preferential or 
preemptive controls over time or facilities. 

Equal opportunities to secure and pay for time must be available to political 
opponents and opposing sides of controversial issues. 

It is an important feature of this proposal that the capital risk for each pro- 
gram be assumed by the producer or sponsor, rather than by the station, inter- 
connecting network, or public collection system. These latter distributive and 
collection services would set a flat rental which would give them a fair rate of 
return governed by competition from other subscription stations and criteria 
established by complete disclosure of financial results. The major profit oppor- 
tunities and risks would thus accrue to the program producer or sponsor, and 
his creative personnel—writers, directors, artists, teachers, etc. The producer’s 
gross profit solutions would be a function of the anticipated audiences available 
at the variable choice of prices which he may set. For example, a selective inter- 
est program, like a lecture or chamber music concert, might be as profitable a 
venture with 2 percent share of audience at $1 as a popular sports event with 
10 percent at 25 cents. 

Such a system should multiply present levels of personnel as well as the busi- 
ness incomes of these creative arts. Our enterprise system will respond with 
the new talent, ideas, and services for richer, more stimulating, and rewarding 
communications in education, entertainment, information, throughout our daily 
lives. 


THE AMERICAN LEGION, 
NATIONAL LEGISLATIVE COMMISSION, 
Washington, D. C., March 6, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Senate Interstate and Foreign Commerce Committee, 
Washington, D.C. 


Dear Senator Macnuson: Referring to the hearings now being conducted by 
the Committee on Interstate and Foreign Commerce relative to TV network 
regulation and UHF problems, I understand that no particular bills are under 
consideration but that the attendant problems are being studied by the committee, 

I am taking the liberty of enclosing copy of resolution No. 105 adopted at the 
May 4-6, 1955, meeting of the national executive committee of the American Le- 
gion, urging the continuation of free television broadcasts, especially in the in- 
terests of hospitalized veterans. 
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I would indeed appreciate it if you would be good enough to have the enclosed 
resolution given consideration by the members of your committee during their 
deliberations on this problem. If possible, I would also appreciate the resolu- 
tion being incorporated in the record of the committee’s hearings. 

Thanking you for your cooperation and consideration, I am, 

Sincerely yours, 
Mugs D. KEennepy, Director. 


NATIONAL EXECUTIVE COMMITTEE OF THE AMERICAN LEGION 
Meeting held May 4-6, 1955 
RESOLUTION NO. 105 


Committee: Department of New York. 
Subject: Continue free television broadcasts in interest of hospitalized veterans. 


Whereas the Federal Communications Commission is considering applications 
by patent holders seeking approval of systems whereby hitherto free television 
broadcast channels would be diverted to programs requiring payment by owners 
of receiving sets for the privilege of watching said programs; and 

Whereas approval of any system requiring payment by the viewer for TV 
programs constitutes a definite threat to free programs now enjoyed by thousands 
of veterans in Government and private hospitals in all parts of the country; and 

Whereas in many instances where it was permitted, American Legion posts and 
units of the auxiliary donated radio and television sets for the use and enjoyment 
of hospitalized veterans as a contribution to the morale and recreational therapy 
of those veterans; and 

Whereas the American Legion has the responsibility for maintenance and 
repair of these television sets which would include the responsibility of installing 
decoders, coin boxes, or other gadgets under the pay-to-see-TV system ; and 

Whereas petitioners for pay-to-see TV are making definite statements that 
popular sporting events such as championship boxing bouts, world series baseball 
games, college and professional football games, and other attractions will be 
among their programs; and 

Whereas this particular type of entertainment is enjoyed perhaps more than 
any other by the hospitalized veterans; and 

Whereas suggestions have been made that Federal legislation might be sought 
to gain approval of pay-to-see TV ; and 

Whereas the Federal Communications Commission has asked all interested 
parties to file written reports dealing with the legal, factual, and public-interest 
aspects of pay-to-see TV on or before May 9, 1955; and 

Whereas the national rehabilitation commission of the American Legion has 
taken this matter under advisement : Now, therefore, be it 

Resolved, That the national executive committee of the American Legion 
requests the Federal Communications Commission and the Congress to make no 
rulings, nor pass any legislation changing the fundamental system of broadcast- 
ing and telecasting in the United States, hitherto devoted to free entertainment, 
information, educational, and other programs, which bring unlimited hours of 
enjoyment to millions of Americans including the hospitalized veterans whose 
welfare has been and always will be the prime concern of the American Legion. 


Senator Brsxe. Our first witness this morning will be Mr. James 
Landis, the counsel of the Skiatron Electronics & Television Corp., and 


these various letters and statements to which I have just referred can 
be inserted in the record. 


Mr. Landis, we are very happy to have you with us. 


STATEMENT OF JAMES M. LANDIS, SPECIAL COUNSEL, SKIATRON 
ELECTRONICS & TELEVISION CORP. 


Mr. Lanpis. Thank you. May it please the committee, for some 5 
ears now I have acted as special counsel for Skiatron Electronics & 


“elevision Corp., a New York corporation engaged in research activi- 
ties in the television field. 
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Skiatron is one of three American companies which have actively 
developed and promoted subscription television systems, sometimes 
called pay-as-you-see television. These three systems have a number 
of differences with regard to the mechanical details of their operation. 
All of them, however, are basically alike in that they code or scramble 
the television signal at the point where it is broadcast over the air. 
The viewer thus receives upon his set an image that is utterly scram- 
bled and audio signals that are unintelligible. However, at his 
receiving set the viewer will have a device known as a decoder, which, 
= the right combination, can be set automatically or otherwise to 

ecode the signal being transmitted. 

It is proposed that a consideration be asked of the viewer for pro- 
viding him, program by program or week by week, with the right 
combination. A prime difference between the three systems lies in the 
manner in which the decoding combination is provided the viewer. 
One would do it by a coin-slot machine, another originally by the 
use of the telephone and presently, as I understand it, by the trans- 
mission of a key number to which dials in the receiving apparatus 
would be set. Skiatron has developed a card system upon which an 
electronic code is imprinted which, when inserted into the decoder, 
will automatically clear the image. 

Skiatron has spent a great deal of time, effort, and money in develop- 
ing what it conceives to be a simple and flexible method for decoding 
scrambled television programs. In this connection it has worked ac- 
tively with Titetnationst Paniiien Machines to produce a simple and 
cheaply electronically printed card, together with methods for dis- 
tributing the card and methods for accurately and automatically 
billing customers on the basis of how many programs on the card the 
customer chooses to use. These develpoments are at the point where 
they are ready to be put into commercial use. 

Mr. Cox. Do I understand, Mr. Landis, that the same electronically 
printed card can be used to receive more than one program, then ? 

Mr. Lanois. Yes; the card will have a series of programs for 2 weeks 
or 3 weeks or a month, and then the viewer who wishes to see a particu- 
lar program will punch that particular program and that will record 
the fact that he has seen that program. 

Mr. Cox. And that requires, then, the return of the card so that 
your organization can check the number of items punched and de- 
termine the amount that should be billed ? 

Mr. Lanois. That is right. That is the way in which we have 
worked it out with the IBM people. .The mechanical methods for 
enenting and decoding programs, though mechanically complex, are 
essentially simple to the user. The encoding mechanism is portable. 
1t can be carried in two large suitcases. It can be installed in an hour 
or so at any broadcasting station so as to enable that station to code 
pe Pet ram it chooses to transmit. 

r. Cox. Is it proposed to sell these to the broadcaster or to license 
them to him? 

Mr. Lanois. It is not proposed to sell the encoding mechanism. 
It is proposed to rent it or lease it to a telecasting station. It is pro- 
posed to sell the decoding apparatus. 

Mr. Cox. Now the complete encoding operation, then, is carried 


on at the television licensee’s headquarters—at his transmitter or at 
the studio? 
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Mr. Lanpis. At the transmitter is where it is carried on. The 
decoding apparatus in the home of the receiver is a small enclosed 
box which can be installed by any trained television mechanic in a 
half hour or so. It can be manufactured to include within the box 
a UHF converter so that the consumer, with the acquisition of the 
box, will have available in one instrument both a decoder and a UHF 
converter. On the basis of mass production these decoder-converters 
can be produced so as to retail in the neighborhood of $40. 

Senator Brsrz. Who pays the $40—the man that has the TV set? 

Mr. Lanpis. The man that has the TV set. 

Senator Brete. Very well. 

Mr. Cox. Do you propose to manufacture them yourself or to license 
the manufacture by others? 

Mr. Lanpis. License the manufacture by as many as we can pos- 
sibly get. 

Mr Cox. Do you have a commitment from manufacturers to sup- 
port this ultimate cost of $40 that you mentioned ? 

Mr. Lanpts. Yes; this figure is based on estimates given to us by 
5 manufacturers who have examined the entire decoding apparatus, 
and they have come up with figures that average, as I say, in the 
neighborhood of $40 based upon a hundred thousand decoders. 

Mr. Cox. I take it, though, that even though this decoding ap- 
paratus may include a UHF converter, it would still be necessary for 
a set owner to purchase a tuner which would permit him to tune UHF 
channels, assuming the set he has purchased presently is only capable 
of tuning channels 2 through 134 

Mr. Lanpts. Yes; I suppose it would. It is hoped, however, that 
with the adoption of the system new television sets will be manufac- 
tured with decoder-converters already built in to the receiver in the 
same manner that converters now are available at the time of the pur- 
chase of the set. 

Mr. Cox. Do you have any estimate, then, as to the total cost to a 
man owning a VHF-only set who might desire to purchase your 
decoder and be able to receive encoded signals from a UHF station— 
that is, in terms of the decoder, the new tuner, and the installation of 
the UHF antenna if he doesn’t already have one? 

Mr. Lanopis. I do not have in my figures an estimate as to the tuner. 
The decoder and converter would run $40. Is Mr. Shanahan, your 
engineer, in the audience? Would you have an estimate on the 
tuner ¢ 

Mr. SHanauan. I think you probably misunderstood the question 
there. The tuner isthe UHF converter we were talking about. There 
is no additional tuner required. 

Mr. Cox. This is a tuner that appears on the front or some easily 
accessible part of the set ? 

Mr. SuHananan. All standard television sets already have a tuner, 
from 2 to 13. The UHF converter will bring the signal down to one 
of the unused VHF channels. 

Mr. Cox. Well, if I understand you then, Mr. Shanahan, the con- 
verter converts a received UHF channel to one of the VHF channels, 
so it is only necessary to use the VHF tuner that is already available 
on the set ? 

Mr. SHananan. Yes. 
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Mr. Cox. However, it would be necessary to have a UHF antenna, 
I take it? 

Mr. SHanauan. That is correct. 

Mr. Cox. And those cost, for installation, in the neighborhood of 
what? 

Mr. SHananan. I would not care to commit myself on that right 
now. 

Senator Brste. Could you supply it for the record? We are trying 
to find out how much does this additional mechanism cost the actua 
user. I think that is a rather important question. Could you supply 
it for the record ? 

Mr. SHananan. Right now? 

Mr. Cox. No, at a later date. 

Mr. SHANAHAN. Yes; we will. 

Mr. Cox. Does this $40 figure which you quote include installation, 
or is there going to be added an installation charge for actually in- 
stalling this decoder-converter on the set? 

Mr. Lanvis. The $40 figure does not include the installation. We 
figured that the installation cost may be around $5 or thereabouts. 
The installation process is very simple. 

Mr. Cox. How long does it take to install it? 

Mr. Lanpis. About a half hour. 

Mr. SHanauaNn. That is reasonably conservative,a halfhour. That 
includes taking the back of the set off, pulling off a couple of tubes, 
installing adapters between the tube sockets and the tubes them- 
selves. There is no actual wiring involved. 

Mr. Cox. How many connections to the set are required? 

Mr. SuHanauan. On the average set, four connections, and these 
are all available by unplugging tubes in the set, sticking an adapter 
between the tube socket and the tube itself, and replacing the back of 
the receiver. 

Mr. Cox. Now does this require that the serviceman making in- 
stallation check the decoder in operation ? 

Mr. SuHanauan. Let’s say if a scrambled test pattern is available 
on the air, he can check it. However, the iniptatinkion is so simple 
that, in general, it is not necessary for him to do that. 

Mr. Cox. You may go ahead. 

Mr. Lanpis. One more word with regard to the mechanics of the 
operation. The mechanical feasibility of subscription television has 
been proved beyond any doubt. For years Skiatron and Zenith have 
been on the air on an experimental basis, coding programs generally 
transmitted over the air and decoding them effectively at various 
points within the area of reception by these stations. Furthermore, 
the coding and encoding is a secure process, secure in the sense that 
the codes cannot be broken by oauhiate except at an enormous and 
unprofitable expense. Skiatron’s code, for example, of which there 
are at least a half million variations available, is contained in its 
electronically printed card so that even discovery of what the code on 
a particular card may be would be useless without reprinting and dis- 
tributing cards containing this code—a process as to which both 
know-how and appropriate machinery is in the possession of Skiatron. 

Mr. Cox. Now do I understand that the same identical card would 
be issued to all subscribers for the programs of a given month ? 

Mr. Lanois. That is right. 
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Mr. Cox. And the decoder installed on every set is the same? 

Mr. Lanpis. Yes; when I said the same identical card, there are 
variations possible. You — want, for example, to send a card 
to a particular group of people, a particular professional group, but 
I do not think that varies the nature of the question you tendered me. 

Mr. Cox. Then if someone were to be desirous of trying to pirate the 
program, it would be a simple matter to get the card for the current 
month, and he would then have in his possession at least the informa- 
tion which, if he can interpret it, would make it possible for him to 
substitute electronically the impulses which will be transmitted by the 
circuit ? 

Mr. Lanois. It is theoretically possible, but then to sell and dis- 
tribute them he would have to sell and distribute a card containing 
that particular code. 

Mr. Cox. And you would rely basically on the honesty of the public, 
the reasonableness of your prices, and the possibility of restraining 
such activities as unfair competition—or how are you going to pro- 
tect yourself against a man who sets himself up to sell these? 

Mr. Lanois. We have certain legal remedies that would be available 
under the circumstances, but I think that the practical remedy is that 
the difficulty—the problem of detection is enormously expensive. 
These cards, to get at the combination you really have to tear them to 
pieces and probably the way to get at the combination would be by 
some device of finding exactly what the code is and what the electronic 
responses are that would be necessary to do the decoding. 

Now then to duplicate that, once you have got the formula, to dupli- 
cate that in the type of card that we would distribute seems to me—in 
the first place, it is a species of larceny, and for that to go on in a mass 
way seems to me impossible. 

You see, if we had just a simple dial setting for every decoding, 
it would then be easy for somebody to simply print the number and 
everybody would set his dial to that number without any cost, but 
here you actually have to have the type of card inserted into the 
machine, and to be in possession of a card of that type and to dupli- 
cate that in any mass volume seems utterly uneconomic and un- 
profitable for whoever might engage in it. 

Mr. Cox. So you would concede the possibility of the matter being 
deciphered, but you think as a practical matter it is a risk that your 
company is willing to accept ? 

Mr. Lanpts. Oh, yes. We have gone into that quite a bit. The 
purpose of presenting the situation of subscription television to this 
committee is, however, not to demonstrate the mechanical feasibility of 
any particular system. 

This committee, as I understand it, is concerned with the general 
economic and social phases of the existing television industry, the 
dominance of the networks in that industry, the practices they have 
pursued and still pursue to retain and increase that dominant posi- 
tion, the consequences that ensue to independent and nonaffiliated 
television stations, particularly in the UHF area. 

Subscription television has a place in this inquiry insofar as the 
opening of television to a system of this type may introduce new and 
effective competitive forces that may open television broadcasting to 
independent enterprise and independent entrepreneurs, who presently, 
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as a result of the economic structure of the industry, are effectively 
excluded from participation. 

One way to combat monopoly and monopolistic practices is to re- 
strain them by the strict enforcement of our antitrust laws. A second 
way is to create an economic atmosphere that will allow the intro- 
duction of competitive forces that can effectively dissipate the control 
hitherto exercised by a highly concentrated industry. Indeed, a 
comparison might be made between our antitrust problem and the 
conservation of wild game and fowl. In the latter field we have 
rigorous laws limiting the time and manner of hunting. At the same 
time, however, we create game and bird sanctuaries where the breed- 
ing of new life and new flocks can go on unimpeded. 

Mr. Cox. In connection with your concern for monopoly, I would 
like to ask whether or not it is Skiatron’s position that the Federal 
Communications Commission should license all three of the proposed 
systems, and any others that might be developed, or whether it is 
suggested that the Commission should select the best available system 
and license that exclusively, or authorize that exclusively. 

Mr. Lanois. I speak of that later here, and I show that we do not 
desire any exclusivity in the matter at all. 

Mr. Cox. Fine, I will wait until that point. 

Mr. Lanopis. Subscription television’s position before this com- 
mittee is not to complain about practices presently pursued by the 
networks and seek their abolition. It is to impress upon this com- 
mittee the need for aiding it to have a small place in the sun so that 
it will have a chance with its own money and its own ingenuity to 
compete with the operations presently concentrated in the hands of 
the networks. That it can probably do so in an effective manner is 
perhaps as eloquently evidenced by the concentrated opposition of 
the networks to the introduction of subscription television. 

Before the FCC, before other governmental bodies, in the press and 
before the public, the networks have consistently and persistently 
opposed every plea by subscription television for an opportunity to be 
permitted to sell its system to the public. This unanimous, concen- 
trated and bitter opposition would not have absorbed the time and 
energy of these networks, did they not believe that in subscription tele- 
vision there was a serious threat to the dominant and senting posi- 
tion that the networks now occupy in the field of television. 

I v0 by at this time lightly the opposition of the motion picture 
exhibitors. Their opposition stems ens a different source. The 
happen to be in the same camp as the networks but for utterly dif- 
ferent reasons. Forced to accept the fact of television, they wish to 
limit its effectiveness, for their fundamental desire is to choke off any 
further competition for the amusement dollar. In the past decade they 
have experienced the impact of television upon movie attendance and 
any improvement in telecasting would obviously increase that impact 
to their economic detriment. Indeed, their opposition boils down to 
one simple fact, an opposition to the improvement of home entertain- 
ment so as to force people to seek their entertainment on a mass basis, 
preferably in their theaters. 

Mr. Cox. You would agree, then, that the authorization of sub- 
scription television might substantially impair the revenues of theater 
operators ? 





TELEVISION INQUIRY 1061 


Mr. Lanois. It would cut in. It would be another competitive force 
cutting in on the amusement dollar—by that I mean the amount of 
money that people have available for entertainment. We would be 
competing with that, and its impact would be felt in every field where 
the amusement dollar is being spent, probably in the moving picture 
field, as well as elsewhere. Maybe more so there. 

Mr. Cox. Does Skiatron propose, as do some of the other pro- 
ponents of subscription television, to purchase outright the moving 
pictures produced in Hollywood or elsewhere, or would it simply 
seek limited exhibition rights? 

Mr. Lanois. I do not think one can answer that question definitively 
at this stage. We are too far from the economics of operation to be 
capable of answering a thing of that nature. I think, though, that 
your beginnings of course would be in purchasing limited licensing 
rights. The extent to which you could get them for any particular pic- 
ture would depend, of course, upon the size of your pocketbook and the 
ability of your system to return enough revenue to justify a price that 
might be paid. 

Eventually you may get into the ee of production yourself 
but in my experience, and I have had considerable experience in the 
moving picture field, the combination of production with other fac- 
tors is not a wise thing. Somebody usually suffers as a result of that. 

Mr. Cox. Don’t you have, though, in this situation, in addition to 
the present competition between television service offering one kind 
of program, with some movie fare, and the moving picture theater, 
you have here a situation where, if you buy the motion picture out- 
right, you have cut the theater owner off from a supply of a commod- 
ity in which he deals; and if you simply purchase limited rights of 
exhibition, as I understand it, it is intended to do this early in the 
game so that it is still attractive to the public, you then are competing 
with him with the very thing that he proposes to show in his theater. 

Mr. Lanois. Well, if you bought the motion picture outright you 
would be foolish not to preserve what we call the residual value in a 
motion picture. In other words, after exhibiting it on television, then 
you would try to sell it down the line in theaters so as to get those 
residual values out. If you licensed it for a particular exhibition, 
you might license it as a first run or as a neighborhood run or as a 
second neighborhood run, cost determining, because these runs have 
great differences in value. 

Now, if you had it as a first neighborhood run, obviously it would 
still have had its Broadway or its downtown run before that time, and 
you might come in at that stage. Just where you would come in is a 
matter of economics which has to be judged when you really get into 
operation. 

Mr. Cox. But you feel that it would be economic to offer first-class 
film product at a much earlier time than it is now being offered by 
television ? 

Mr. Lanois. I think so, because I think we can produce the revenue 
along that line which is incapable of being produced at the present 
time under the existing system. 

Mr. Cox. Isn’t that fact basic to any system of subscription tele- 
vision, in the sense that feature films will be the one most reliable and 
most available source of entertainment ? 
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Mr. LaNnpis. Yes, it is always there. You can always put it on. 
You don’t have to wait for a good day like an athletic event. You can 
always stage a movie in the way in which you want to. It is a stable 
source of entertainment today—even on television or anywhere else. 

The basic challenge that subscription television offers is a challenge 
to the very foundations upon which the television industry today rests. 
So far as broadcasting goes, television broadcasting has only one source 
of revenue—the acvertising dollar. Its entire base rests upon that 
portion of the advertising budgets, broadly speaking of manufacturers 
of products for mass consumption, that is devoted to television. Sub- 
scription television, like the theater and the movies, seeks to derive 
its sustaining revenue directly from the consumer, and thus depends 
upon its existence for its ability to furnish entertainment for which, 
because of its quality or its character, the consumer is willing to pay 

It is not my function nor my purpose to criticize existing television 
programing. Indeed, I think the industry as a whole is to be con- 
gratulated on its achievements. With the mass markets that we in 
America possess, capable of sustaining vast and expensive advertising 
campaigns, the television industry has succeeded in capturing sufficient 
revenue to bring the American public a program fare of which the 
Nation can rightly be proud. Nor is it my function to criticize or 
comment upon the interspersing of telecasting with so-called commer- 
cials. This, after all, is a matter of taste and there are many people 
who read the advertisements of Life and Fortune with an avidity 
equal to that with which they read the text. 

Mr. Cox. Is it your proposal that subscription television be free of 
commercials? 

Mr. Lanois. It is our proposal that subscription television should be 
free of commercials. We believe that it would be better, and in accord 
with our general concept of programing, to eliminate the commer- 
cial from the screen. 

Mr. Cox. And you would propose that the FCC so provide by rule? 

Mr. Lanpis. We would not object to that at all. Whether the FCC 
should take action of that nature and make that a requirement is up 
to them, of course, but we certainly would not object and we would 
urge it. 

Good as our programing fare is, there are recognized gaps in tele- 
casting. I shall discuss them in a few minutes and point out the ability 
of subscription television to fill these gaps. 

Before doing so, however, I feel it is essential to dispel certain 
myths that have grown up about subscription television, or been in- 
spired by those whose self-interest has led them to oppose it. The 
common objection voiced to subscription television, and I could almost 
guarantee that you will hear that objection voiced before the com- 
mittee, is that subscription television will require people to pay for 
what they now receive free and without charge. 

Nothing is further from the fact. The proposals of the proponents 
of subscription television do not seek to convert channels now being 
effectively utilized for so-called free telecasting to a pay-as-you-see 
basis. They seek instead to utilize channels and frequencies incapable 
of being effectively employed under our existing system, to offer the 
public a supplementary television service which the public may or may 
not choose to buy. 
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Substantially every community today possesses channels of this 
type. New York City, for example, has three frequencies still un- 
utilized. Philadelphia has also three, and so on down the line. In- 
deed, less than one-third of the available frequencies, of which there 
are 1,875, are being utilized today. Worse than this, expert testimony 
by CBS, never yet disputed, states that the economics of our present 
television system will permit the economic use of only 588 out of 
these 1,875 available channels. 

True, most of these unutilized channels are in the UHF band, al- 
though a considerable number are VHF frequencies. It is the UHF 
channels that Skiatron has requested permission to use and only such 
VHF stations that the Commission finds cannot continue to use the 
frequency assigned to them. 

I need not, before this committee, detail the plight of the UHF 
stations. Their basic difficulty stems from the absence of any pro- 
graming sufficient to induce an audience chiefly equipped with VHF 
receivers to spend the money necessary to add converters to their sets 
so that UHF telecasting is able to reach them. Substantially speak- 
ing they have succeeded only in communities where no television was 
theretofore available, so that the initial purchase of a receiving set 
by a consumer had to include the cost of conversion. True, the en- 
gineers have said that VHF broadcasting has advantages in cov- 
erage as against UHF broadcasting. The basic problem, however, 
is a matter of economics and not engineering. The few sops that 
have been thrown to UHF thus far have not even begun to effect a 
cure of the situation. 

Subscription television, however, has much to offer in the UHF 
field and with that in mind Skiatron shaped its proposal to the Fed- 
eral Communications Commission with the purpose of aiding the 
UHF situation in a significant way. But before I present just how 
such aid can be effective, let me indicate the prime areas in which 
subscription television would and could operate. 

Programing by the existing advertiser sponsored stations is con- 
trolled by one outstanding economic principle, which is, that the cost 
of programing plus the cost of transmission must not exceed the value 
to the manufacturer of the advertising contained in or surrounding 
the program. Different manufacturers, because of the nature of their 
goods, will evaluate the cost differently. The average, however, is 
admittedly about seven-tenths of 1 cent per household reached by the 
program. This means that a program costing $50,000 must, as a 
matter of economics, draw a listening audience of over 7 million peo- 
ple, or one that costs $100,000 must draw about 15 million people. 
There have been programs broadcast which have, according to the 
rating services, attracted up to 25 million and 30 million listeners. 

The figures that I have given are the figures for black and white 
transmission. The costs for color broadcasting are still in the realm 
of speculation, but it seems agreed they will be in the neighborhood of 
114 to 2 times as much. 

Mr. Cox. That would apply only to the actual cost of transmis- 
sion, not to the matter of programing ? 

Mr. Lanpis. No, I do not think so, because the nature of the sets, 
the cost of the sets, the requirements for color and what not—— 

Mr. Cox. Costumes ? 

Mr. Lanois. Yes, it means you have to increase that cost too. 
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These figures alone determine the limitations of present television 
ss It must as an economic matter have a broad mass appeal 
and reach for a common denominator which will appeal to audiences 
of millions of people. It should contain nothing that would offend 
against the sensibilities or prejudices of any substantial group of 

ople. For example, a producer recently told me that his sponsor 
insisted that in a certain historical skit he was producing, the presenta- 
tion of General Grant as an efficient and humane general should be 
subdued because too many people, particularly in the southern section 
of this country, still held a different picture of him. 

Mr. Cox. Well, wouldn’t you find that the producers of subscrip- 
tion programs would also seek the largest available mass audience in 
order to increase the revenues that they can obtain from this service 
and that, therefore, they will also seek to find entertainment attrac- 
tions that will appeal to as many om le as possible ? 

Mr. Lanpis. They will naturally ewe a series of programs which 
will be devoted to a mass appeal, but I think when you analyze the 
situation you can recognize that subscription television, to operate 
effectively, cannot rest alone upon that concept. It has to rest, and I 
think myself more largely, upon the concept of appealing to specialized 
audiences rather than to mass audiences. Not that it won’t appeal to 
mass audiences. A thing like a prizefight obviously does, but there 
is a range of programing possibly with regard to specialized audiences 
that can be both profitable to subscription television and, I think, of 
tremendous public importance to the system as a whole. 

Mr. Cox. That is based on the premise that when you reach a smaller 
audience you will charge a higher fee in order to produce the same 
revenue, if the costs are the same, or that programs for these special- 
ized audiences may be less expensive so they can be provided at the 
same fee? 

Mr. Lanpis. I think I answer that in these next few paragraphs 
if I may continue. 

Mr. Cox. Fine. 

Mr. Lanopis. This basic economic limitation on programing does 
two things. It places a top limit on the cost of programing, and it 
also requires that, given a cost from $30,000 to $50,000, the program 
must be of the type that has a mass appeal to millions of viewers. A 
third subsidiary effect of these economic requirements, effective par- 
ticularly in fields where contemporaneous presentation of a scene is of 
vital importance, such as athletics where the uncertainty of the out- 
come is a primary factor in audience appeal, is the danger that the 
available box office to the producer will be radically reduced without 
any compensating advantage to him. 

Subscription television rests upon a different set of economic re- 
quirements. If we assume that the cost to the viewer of a particular 
program is $1, 1 consumer under this type of programing is eco- 
nomically equivalent to 140 consumers under the existing advertiser- 
sponsored system. In other words, if an audience of 7 million people 
is required to support a particular program under the existing system, 
an audience of 50,000 would support the same program given subscrip- 
tion television. 

Mr. Cox. That would be only, however, if you did not a to 
take care of the operations of the subscription system. In other words, 
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you are using here the costs of broadcasting an unscrambled picture 
for that comparison. 

Mr. Lanpis. Yes; you may say I ought to add something between 
10 and 15 percent to that for the administrative costs of operating 
the subscription television system. 

Mr. Cox. And there must, of course, be a profit, 1 assume, for the 
manufacture of the equipment, the local agency which is handling 
the administration of this matter, and for the programer as well. 

Mr. Lanois. Well, I think that is all present in the normal program 
anyway. There is an element of profit to the advertising agency, to 
the entertainers, all that is present in that estimate. 

This is where the value of subscription television, in my opinion, 
lies. It permits a flexibility of approach simply impossible under 
the existing system. If more money is required for programing that 
has a mass appeal, more money for this purpose will be available. 
The first run of any outstanding feature motion picture on Broadway * 
at one theater can easily gross a million dollars. Oklahoma, for ex- 
ample, has already topped a million dollars at its showing at the Rivoli 
Theater on Broadway, and is still going strong. No sponsor can 
afford a price of that type, and if a producer sells a picture for less 
than that price to television he cuits in directly not only on its Broad- 
way but its neighborhood grosses. Outstanding prizefights and other 
athletic events suffer from the same consequences. The loss to the 
box office is not compensated for by the revenues derivable from tele- 
vision. This is the reason why these events are commonly blacked 
out in the area where they take place, such as prizefights, profes- 
sional football games, baseball games such as those played by the 
Braves in Milwaukee. 

But the economic implication of subscription television has, per- 
haps, fundamentally more important consequences from the public 
interest standpoint than the fact that it will be able to provide mass 
entertainment of the type described, not now available on television. 
With the ability of subscription television to subsist on limited audi- 
ences, it can devote itself to programs having only a specialized 
appeal. Opera and ballet, for example, have not demonstrated their 
ability to attract mass audiences of 5 to 7 million people. But I am 
confident that in the New York area alone, with its more than 3,500,000 
television sets—which I understand is now about 414 million—pro- 
grams of this character could easily attract an audience of 100,000, 
sufficient to support their presentation. The same thing would be 
true of music and classic theater presentations, while the tentacles 
of one’s imagination slip as they try to grasp the impact of subscription 
television in the field of education. 

Mr. Cox. It is not conceivable though, is it, that you can put on 
a program for an audience of a hundred thousand in New York City 
with as much return to all those concerned in subscription television 
as you can by putting on an entertainment which would appeal to 
millions of people all over the country? There could not possibly 
be as much differential in the charge between one program and an- 
other as to allow for all that. r 

Mr. Lanpis. I am not sure that I get your point now. 

Mr. Cox. I take it there would be a top limit beyond which you would 
not propose to charge anyone for subscription television. Do you 
have any such figure in mind ? 








1066 TELEVISION INQUIRY 


Mr. Lanois. I doubt whether you could collect four or five dollars. 

Mr. Cox. I understand that the telemeter coin box will only go to 
$2. Do you have some such limit in mind ? 

Mr. Lanois. No, there is no limit of that nature of a mechanical 
type. What you can get for a television performance is rather hard 
to guess. I do know, and I did make a personal examination of this, 
that in the last Rocky Marciano fight they were charging at drive-in 
theaters as high as $15 a car and individual seats in individual theaters 
were running at $4 to $6. 

Some people pay under certain circumstances, Now, of course, if 
you disseminate that entertainment more widely than we do with 
so-called theater television, the likelihood is that the price will drop 
because that sense of exclusivity—sort of special privilege—loses its 
value. I do not know what you can get for a television program. 

Mr. Cox. As you take this program out of New York, however, in 
order to broaden your audience, then you are going to run into the 
telephone companies’ cable charges. 

Mr. Lanois. That is right. 

Mr. Cox. And the expenses of purchasing time on stations in addi- 
tional markets, so that you will increase all of your costs except the 
original programing costs which is a fixed item. 

Mr. Lanois. That is a fixed item but at the same time the amount 
of revenue that you are likely to get from taking it out would probably 
beat the line charges ae , and since you have no more addi- 
tional program cost it might be available for that pase and you 
might even, we will say, sell the program, if you could sell it in Pitts- 
burgh and Cincinnati, at a lower price than you sell it in New York. 

Mr. Cox. Do you have any idea what would be a cost to a sub- 
er consumer of a typical program of, say, the Metropolitan 

era ¢ 

Mr, Lanpis. Yes; I do have an idea. We spent considerable time 
with the Metropolitan people inquiring as to what it would be, and I 
think for around from twenty-five to thirty thousand dollars, pro- 
vided that it was not an intermittent affair so that you had a regular 
schedule for it, you could carry opera in reasonable fashion. 

Mr. Cox. And you think that that figure, plus the costs of trans- 
mission, could be supported by this audience of a hundred thousand ? 

Mr. Lanois. I think it could be supported in the New York City 
area alone. You cannot get a seat today at the Metropolitan Opera 
for the balance of the season—well, you probably cannot get one next 
fall. The demand is there. 

Mr. Cox. Well, I return now to my original question. Suppose you 
charge this audience of a hundred thousand viewers $3 so that you 
have a gross income of $300,000 of which you are going to have to spend 
twenty-five or thirty thousand dollars for the program, plus the ad- 
ministrative charges, the time charges, the station and other technical 
expenses. 

r. Lanpts. Which would probably run very high there because 
you would have an hour there, that may be sixty or seventy thousand 
ollars. 

Mr. Cox. So you get your basic costs up to at least a third of your 
expected gross in New York City. Now aren’t there other programs 
of a broader appeal which you could offer to the owners of these four 
and a half million sets which would produce higher net revenues to 
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the subscription programer than he can ever oo to get from catering 
to the tastes of a hundred thousand opera lovers 

Mr. Lanpis. Yes; I imagine there would be, but they would be 
limited. They would be rather limited—I am not sure that we can 
produce entertainment that will be—that 15 million or 25 million peo- 
ple will pay for at 50 cents or a dollar a throw. That type of enter- 
tainment is pretty rare. 

Mr. Cox. To the extent it exists it would be natural to suppose that 
the subscription programer will provide that type of programing, 
simply from an economic compulsion, unless it is proposed there be 
some type of limitation imposed by the Federal Communications Com- 
mission on the = of ee nee that can be offered. 

Mr. Lanois. I would think the same principles—even more radical 
principles—would apply to the licensing of subscription television as 
to ordinary television, namely, that you cannot present a program 
without having some reference to programing for the public interest 
as well as for private profit. 

Mr. Cox. As I understand your suggestion, one of your arguments 
for subscrpition television is not that it will provide the same thing, 
but a higher type of programing, and in order to do that it will have 
to furnish programing that wil! appeal to more restricted audiences, 
The point Sens trying to get at is whether this can ever be achieved 
unless the Commission adopts limitations on the kind of programing 
that subscription television can furnish by specifying that it will be 
of certain types and in certain proportions. 

Mr. Lanois. My point there is this: Say you have 40 hours of pro- 
graming to fill a week. I do not believe you could fill 40 hours of pro- 
graming of that nature with the kind of programing that would ap- 
peal to millions of people and for which millions of people would pay 
a certain sum of money. 

You might be able to fill 6 hours of the 40 hours. You would then 
have a balance of thirty-odd hours. Now that thirty-odd hours can 
be used, in my judgment, economically by this type of specialized pro- 
graming that I have been talking about. It can be used profitably that 
way and that type of programing cannot be put on today profitably. 

Mr. Cox. Now you mentioned the figure of 40 hours. That is 
roughly one-third of the program time of a typical television station 
per week. Is it your suggestion that the number of hours of subscrip- 
tion programing offered by a television licensee shall be unlimited 
by the Commission, or that the Commission might impose restrictions 
upon the maximum amounts of such programing that can be made 
available? 

_ Mr. Lanois. In our proposal to the FCC we have suggested a time 
limitation of this character and we also suggested, not a time limita- 
tion, but a limitation as to what time of day would be available. 

Mr. Cox. Well, was it this 40 hours? 

Mr. Lanois. It was 40 hours. 

Mr. Cox. And what were your limitations as to periods of the day ? 

Mr. Lanois. I think about a third of it was to be not during what 
might be called the evening quadrant. 

Mr. Cox. That is that would leave two-thirds or somewhere in the 


Desghecetnat of 25 hours, which would be 3 hours a night, 7 days 
a week. 


Mr. Lanpis. Yes. 
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Mr. Cox. Which would substantially absorb all of the prime time 
of the station offering this program. 

Mr. Lanois. Yes, of that particular station. 

I would like to cite one actual instance to illustrate my point. Ad- 
vances in medical science in recent years have been rapid and sig- 
nificant. There is, however, a definite social problem in educating 
the mass of doctors to the developments that have taken place with 
regard to new drugs, new methods of treatment, and new operating 
techniques. 

A year or so ago Skiatron, with the help of the New York Academy 
of Medicine, put on an hour’s show over WOR, all of which was done 
by eminent medical practitioners and half of which was devoted to 
an operation. The program was scrambled and decoders were placed 
at various points in the New York area where doctors were invited to 
assemble. The program was such a success that the New York 
Academy of Medicine and other professional associations supported 
the pending petition before the Federal Communications Commission 
in support of subscription television. 

The question that arises is why a program of this nature cannot be 
carried by the existing system. The answer to this is twofold. In 
the first place, there are only about 20,000 doctors in the New York 
area. This is too small an audience to attract an advertising sponsor ; 
even too thin to justify a sustaining program. It is sufficient, how- 
ever, to support a subscription program, and few doctors would hesi- 
tate to subscribe to a continuing program of this character that they 
can view at their homes and at a convenient hour. Secondly, some of 
the programing, such as an abdominal operation, is not of the type 
that should be generally broadeast. But broadcast in a scrambled 
fashion, and limiting the decoding cards to professional men, just as 
subscriptions to medical journals are limited, offends no one and per- 
mits the type of dissemination of modern medical knowledge that a 
community so desperately needs. 

Mr. Cox. Now this, then, is the situation you referred to earlier 
where you would issue during the current month a special card avail- 
able only to medical practitioners which would make available this 
particular series of programs. 

Mr. Lanois. That is exactly what I had in mind. 

Mr. Cox. It is also true though, isn’t it, that at the time that you are 
taking care of the requirement of these 20,000 doctors, the particular 
television licensee broadcasting this program will provide nothing for 
the rest of the public. 

Mr. Lanois. He cannot do it at the present time, I suppose, until 
some device of multiplex comes into existence and that seems quite 
a ways away as yet. Obviously, you cannot carry two programs at 
the same time on the same screen. 

Mr. Cox. So that at the same time that you have economic pressures 
to put on programs with broader appeal to the extent that they are 
available, you would also have some pressure from viewers, at least 
during prime evening hours, to provide a kind of programing that 
they would be interested in ? 

Mr. Lanopts. Yes; you would have that pressure, undoubtedly. In 
the medical field, curiously enough, a time that seems to be rather 
preferable to the doctors is around 11 o’clock in the morning. They 
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seem to be assembled in the hospitals or at their officers or something 
of that type and the evening is not regarded by the men who did that 
programing for us asa particularly desirable time. 

r. Cox. You cannot get too many of them together in one place, 
though, or it is gomg to reduce the revenues? 

Mr. LANDIS. ey would be in their homes. We only had available 
a certain number of limited decoders which we spread around in a lim- 
ited area. : 

How many audiences of that type can be economically served by 
subscription television is any man’s guess, but it is not beyond the 
bounds of realistic imagination to envisage audiences large enough to 
support a course even in differential caleulus. The evidence of a 
widespread demand for adult education is overwhelming, and the 
contributions that subscription television can make to the fulfillment, 
fires, as I have said before, the imagination. 

The objections that the networks make to the authorization of this 
system do not, except for propaganda purposes, rest on the intrusion 
of subscription television on “free air” broadcasting, for, as I said be- 
fore, subscription television is perfectly willing to limit itself, at least 
for a reasonable period, to channels not now capable of effective utili- 
zation. 

Mr. Cox. What would such a reasonable period be? 

Mr. Lanpis. We suggested that the limitation be absolute for a 
period of from 3 to5 years. After that it might be desirable to recon- 
sider the entire situation and see whether or not that limitation should 
be changed, altered, or abandoned. 

The real objection that the networks have rests upon the fact that a 
day possesses only 24 hours. What is limited is audience time and not 
air frequencies. The networks, for all practical purposes, are today 
absorbing this audience time, and the vast television audiences of the 
Nation are in a very true sense their captives. They fear and resent 
any effective competition for this audience time, and they fear any 
fractionalization of that audience time by the capacity of a competitive 
television station to appeal to specialized groups, who instead of view- 
ing westerns, crime stories, and I Love Lucy, might be potential buy- 
ers of toothpaste or cosmetics or beer. Their basic plea is to maintain 
their existing dominance in the field of telecasting—a dominance that 
approached oligopoly if not monopoly. 

Mr. Cox. Well, at the present time they are competing, in at least 
¥ markets, with 4 independent television stations for the attention of 
the audience and I assume it is only because you feel you can offer 
attractions of a kind that are not now available to those four stations 


that you feel that they would suffer any injury from your entrance 
into the market ? 


Mr. Lanois. That is exactly it. 
Mr. Cox. Well, now I assume that one consequence of any dilution 
of their audience would be that the figure—the cost per home tuned 


in—which you have quoted, of some seven-tenths of a cent would be 
increased. 


Mr. Lanps. It might very well. 
_Mr. Cox. To the extent that yon were able to divert their audience. 
Now is there a danger, in so doing, that you will render the adver- 
tising service which they perform uneconomic so that the funds now 


1070 TELEVISION INQUIRY 


channeled into television advertising would be diverted to other 
mediums ? 

Mr. Lanpis. You see the danger that they face is this: Say today 
they can appeal by a particular program to 15 million people. If we 
intrude ont tahe say 2 million of those — away, their potential 
audience is limited to 13 million people. ‘Therefore, I as an advertiser 
would pay less for a program that only reaches 13 million people than 
15 million people. That in turn has its effect upon the amount of 
money that they can put into the program. Itdoes. It will have that 
type of effect. : 4 

r. Cox. In other words, as the audience available to this sponsored 
program is reduced, either costs must be reduced, which means the 
program becomes even less able to hold its audience, or the charge 
made to the advertiser must be increased and may eventually reach a 
point where he will not pay it? 

Mr. Lano1s. That, of course, must be qualified by one other thought. 
I do not want to dodge this fact because we should face it, but I think 
it has to be qualified by another thought, namely, that the type of 
programing that we envisage may very well appeal to groups of peo- 
ple who are not tuning in on the existing system, the existing pro- 
grams. I think there is a vast group of people of that type. 

No one can size it up or tell you how many millions there are, or 
hundreds of thousands, or anything of that type. Only experience 
will show. I recognize, and as not think one can d the fact, 
that if we successfully compete for an audience that remains static, 
naturally we reduce the value of the programing to the advertiser and 
he will pay less. That after all is a doctrine of competition. I think 
it is in the public interest that the public be able to choose between 
the various different fares that are offered to it. 

Mr. Cox. Would the public interest be served, though, if in the 
process of choosing, to the extent of buying a certain limited program 
of particular attraction at the outset, you set in operation a chain of 
consequences which will gradually weaken sponsored — of tele- 
vision to the extent that either the programs made available without 
charge are reduced or that sponsors in large numbers start abandonin 
the medium, either going to others or perhaps petitioning the FC 
to eliminate the restriction that you suggest on commercials so that 
they can ask to be permitted to commercialize on your programs, since 
that is where the audience is ? 

_ Mr. Lanois. That might happen. I think that is somewhat push- 
ing the potential consequences Of the introduction of subscription tele- 
vision too far. 

The degree to which it will effectively reduce what you might call 
the circulation of the networks at the present time—I doubt whether 
it will be too heavy. It may be one night, or at any particular time, 
but when you consider that the prime fas of subscription television, 
day in, day out, will be the specialized audience type of thing, the- 
—— of that upon the networks’ audiences cannot be too severe. 

r. Cox. But as a matter of fact, no one really knows. 

Mr. Lanovis. No; no one can tell oo. one way or the other. 

No proponent of subscription television, to my knowledge, seeks 
any exclusivity for his particular system. We in Skiatron would 
willingly see as many manufacturers as possible turn out decoders. 
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Like Gillette, our prime sources of revenue will be the programs or 
blades and not the razors. We have told the Federal Communica- 
tions Commission that such patents as we possess in the manufacture 
of decoders will be freely licensed to all comers on a reasonable royalty 
basis. We welcome the thought of competition, not merely with the 
existing television broadcasters but among ourselves. We know that 
our survival will depend not upon how much toothpaste or cereal our 
programs will sell, but upon our ability to create and transmit pro- 
grams for which viewers will pay a price — the fact that they 
will continue to receive other programs without charge. On this 
gamble, we are asking for the right to risk our money—not that of the 
ublic. 

7 Mr. Cox. Now does that mean then that you would contemplate that 
Zenith, Telemeter, and Skiatron might all be authorized by the Com- 
mission to put their systems into operation ? 

Mr. Lanois. Yes; just as we have different manufacturers now 
manufacturing different radio sets. 

Mr. Cox. Now can one set be subject to three of these decoders ? 

Mr. Lanpis. That is clearly possible and also it may be that the 
Federal Communications Commission would establish certain stand- 
ards which everyone would have to meet, the way it has done in the 
television field. 

Mr. Cox. And sometimes those standards result in only one patent 
holder being able to meet them; don’t they ? 

Mr. Lanois. Well, they shouldn’t. With adequate cross-licensing 
you should be able to protect against that situation. 

Mr. Cox. Isn’t there danger that the public will be adversely affected 
if three separate systems are offered for sale in the market in a given 
community? Wouldn’t at least some local specialization be desirable 
in order at least to eliminate confusion and the duplication of cost? 

Mr. Lanots. I doubt that. Take New York City: You have three 
baseball clubs in there offering their services to that public. You have 
your Brooklyn fans. You have your Bronx fans, and you have the 
Polo Ground fans. I cannot see anything radically wrong with three 
different systems competing within a single area for entertainment. 
They may or may not survive, one of them. 

Mr. Cox. Well, in the first place, though, at least to the extent that 
the cost of a decoder is passed on to the set owner, if he has to bu 
three decoders in order to get all of the subscription programs avail- 
able, you have multiplied his expense. 

Mr. Lanois. Yes; you have, if that is the eventual answer, but he 
does not have to buy all three. He may, if he chooses, buy all three, 
and then there is the other possibility that, just as today you have 
one instrument capable of receiving both and UHF, you may 
develop exactly this kind of thing in that field, too. 

Mr. Cox. You contemplate the manufacture of a system which can 
differentiate between all of these different broadcasts to the extent that 
it can actually apportion out the funds. 

Mr. Lanv1s. No; what I contemplate is this: There may be stand- 
ardization in the field of reception. That does not mean that you 
might not have a few, or enough frequencies in the particular area, 
to have competitive subscription television in that area. 

In other words, I can tune in on, we will say, station X which is 
broadcasting Skiatron’s system. Then my revenue would go into 
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Skiatron. I can tune into station Y which is broadcasting Zenith’s 
program. Then my revenue would turn into Zenith. ‘ 

Mr. Cox. But, to divide that revenue, there has to be something in 
the set to determine which the man is watching. 

Mr. Lanots. We have that. 

Mr. Cox. But you have it in your set—in the decoder you manu- 
facture, and Zenith has it in the decoder they manufacture. 

Mr. Lanois. I do not think there would be too much ingenuity 
required to standardize the thing so as to enable it to be a useful 
device for the transmission of any subscription television program. 

Mr. Cox. Now as I understand it, it is proposed that each one of 
these companies is going to go into each community. Each company 
has to set up its own local franchise holder, who will either sell or in- 
stall the decoders. Each has to make contractual arrangements with 
television licensees for broadcast time, and each has to have connec- 
tions with some kind of a local or re source which 
will feed the programs into the system. And if you have three of 
these instead of one, then you will have trebled, approximately, the 
costs of providing subscription fare to the es 

Mr. Lanois. I do not see why you say that, that it would increase 


the cost. Of course, one community, a particular community may 
not be able to stand more than one movie theater. New York, for 
example, can stand a great many different theaters. They all have 
their different means of buying tickets. I do not think that that 
is a discouraging matter. 

Programing of the subscription television type, which has to depend 
upon public acceptance, seems to me to have a very distinct public 


virtue. Its content and its appeal will not be controlled by considera- 
tions of advertising value that may have little relationship to art or 
culture or education. And it is not unfair to suggest that under these 
circumstances a new approach to programing may come into being. 
If newspapers today were limited to the throwaway type, or the theater 
or the movies had no box office but only were gatherings for the in- 
termittent hawking of products—a sort of glorified series of medicine 
shows—we entliditaetl an atmosphere in t fields somewhat akin 
to that which prevails in television today. The consequences of creat- 
ing a new atmosphere, a new plane of reference, may very well be 
permeating but are certainly not to be feared. 

I shall not go into the proposed methods of operation of subscription 
television, or the reaction of the public to our proposals as gaged by 
numerous surveys and experiments, as other pro nts of subscrip- 
tion television will touch on these. But I do, in closing, wish to say a 
word on the position of our proposals before the Federal Communica- 
tions Commission. Inasmuch as that Commission only a year or so 
ago, in a letter to Chairman Crosser of the Committee of the House of 

resentatives on Interstate and Foreign Commerce, stated that they 

the power under the Federal Communications Act to authorize the 
encoding of television signals as a phase of broadcasting, and inas- 
much as this same opinion was voiced before this committee by the 
present Chairman of that Commission and Commissioner Lee, I think 
it is unnecessary to dwell on the legal issue of whether subscription 
television can be authorized as a broadcasting service under the present 
law. I have, however, prepared a short brief on this point which I 
would like to leave with the committee. 
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Senator Brerx. It may be included in the record at this point, Mr. 


Landis. 
Mr. Lanois. Thank you. 
(The information is as follows :) 


THE JURISDICTION OF THE PEDERAL COMMUNICATIONS COMMISSION OVER 
SUBSCRIPTION TELEVISION 


THE COMMISSION CAN ACT NOW 


1. On September 13, 1954, Skiatron, in its petition to the Federal Communica- 
tions Commission, stated: 

“The Commission has authority under title III of the Communications Act of 
1934, as amended, to adopt such regulations as might be required with respect to 
matters such as the number and type of hours during which subscription pro- 
grams could be broadcast by any station, the number of stations in any com- 
munity which could engage in subscritpion operations at any one time. It has 
authority also to approve transmission standards for such operations. 

“The Commission can therefore mold the use of subscription television to meet 
the urgencies of the UHF station. Only a determination to act and to act prompt- 
ly is required. Technically the problem has been solved. All that is needed now 
is the authority to employ subscription television in the area of its greatest need.” 

Even today, there can be no reasonable dispute concerning the Commission’s 
power to authorize subscription television. (Chairman McConnaughey’s state- 
ment before this committee, February 21, 1956, transcript 611, printed record, 
p. 204.) That power is invested in the Federal Communications Commission by 
the Communications Act of 1934, as amended; accordingly, there is no necessity 
for further congressional legislation to establish this authority. 

Congress, by creating the Federal Communications Commission, established a 
body of skilled experts in the field of radio communication with broad jurisdiction 
over all channels of imterstate and foreign radio transmission. (See. 1 of the 
Communications Act of 1934 creates the FCC and authorizes it to “execute and 
enforce the provisions of the act.” Sec. 301 prohibits the use of any apparatus 
for the transmission of communications by radio in interstate commerce, except 
in accordance with the provisions of the act and pursuant to a license granted 
under the act.) Within this broad jurisdiction, the Commission has not only 
the authority to act, but also the obligation to act on subscription television. 

2. Further, the Federal Communications Commission has received certain di- 
rections from the Communications Act of 1934, as amended, which clearly sub- 
stantiate the Commission’s jurisdiction over subscription television. 

Section 303, in setting forth the Commission's general powers, directs the Com- 
mission “‘* * * from time to time, as public convenience, interest, or necessity 
requires,” to prescribe the nature of service to be rendered by each class of sta- 
tions (303 (b)); regulate the kind of transmitting apparatus to be used (303 
(e)) ; encourage the larger and more effective use of radio in the public interest 
(303 (g)); and make such rules and regulations not inconsistent with law as 
may be necessary to carry out the provisions of the act (303 (r)). 

Section 4 (i), in broad terms, authorizes the Commission to “perform any and 
all acts, make such rules and regulations, and issue such orders, not inconsistent 
with this act, as may be necessary in the execution of its functions.” Skiatron’s 
proposal accomplishes these purposes not only by improving the quality and range 
of television programing, but also by creating a means for UHF and nonaffiliated 
VHF stations to secure that economic support so essential to their survival as part 
of our economic system. In fact, the Commission would be remiss in its duties if 
it ignored the potential of subscription television in creating a truly nationwide 
competitive television service. 


SUBSCRIPTION TELEVISION IS BROADCASTING 


3. Under these broad statutory powers, the Commission has the authority to 
approve and regulate subscription television whether subscription television be 
classified as a broadcast or nonbroadcast service. (The Commission recently 
authorized nonbroadcast services in the broadcast band as an economic measure 
to help FM licensees. (Functional Music, see FCC publie notice 17751, Marcel 22, 
1955, and report and order in docket No. 10832, released March 22, 1955.)) How- 
ever, subscription television, as proposed by Skiatron, clearly constitutes a broad- 
cast service within the meaning of section 3 (0) of the Communications Act, as 
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amended. This section defined “broadcasting” as “the dissemination of radio 
communications intended to be received by the public directly or by the inter- 
mediary of relay stations.” Neither this definition nor any other provision in 
the Communications Act of 1934 makes the absence of a charge to the listeners 
a prerequisite of broadcasting. The Commission has already recognized this by 
authorizing a radio subscription service as a broadcast operation. 

Muzak Corporation (8 F. C. C. 581). Therein, the Commission stated : 

“The service which this applicant proposes will be available to the general 
public; any member of the public, without discrimination may lease the equip- 
ment to receive the service. The distinguishing feature will be that those 
receiving the programs will pay directly rather than indirectly therefor. Opera- 
tion of a station in this manner is within the definition of broadcasting” (8 
F. C. C. at p. 582). 

Like reasoning requires a determination that subscription television consti- 
tutes broadcasting. 

4. Skiatron’s programs are intended to be received by the general public; in 
fact, the very success of subscription television is dependent upon its ability to 
serve the general public. Further, Skiatron proposes to transmit a high quality 
program service for the public as distinguished from individualized messages. 
Under such circumstances, Skiatron’s proposal satisfies all the requirements of 
broadcasting under section 3 (0) of the Communications Act of 1934, as amended. 
As the Commission stated in its comments on H. R. 6431, 83d Congress (a bill 
introduced by Representative Hinshaw to redefine “broadcasting” so as to make 
the absence of a charge to the general public a prerequisite to broadcasting; the 
bill died in committee). 

“It would appear that the primary touchstone of a broadcast service is the 
intent of the broadcaster to provide radio or television program service without 
discrimination to as Many members of the general public as can be interested 
in the particular program as distinguished from a point-to-point message service 
to specified individuals. If this is true, subscription services should properly be 
characterized as a type of broadcast service. For while particular subscription 
programs might have a special appeal to some segment of the potential audience, 
this is equally true of a substantial portion of the programing now transmitted 
by broadcasting stations.” 

5. A review of the early history of the radio industry, as well as the legis- 
lative history to the Radio Act of 1927, supports the premise that broadcasting 
is not to be restricted to programing received by the public without charge. 

In 1927 radio was still young, and the means of remuneration for broadcasting 
had not, as yet, become established. Accordingly, Congress left it up to the 
broadcasters themselves to determine the source of their revenues and clearly 
contemplated that broadcasters might select as one of their choices a direct 
charge to listeners, and under the Radio Act of 1927, the questions of charg- 
ing listeners was left solely to the individual licensees. The development 
of advertiser-sponsored television was the result of business practice and at no 
time stemmed from any legislative requirement. No change in this policy is 
evident in either the 1934 Communications Act or in the 1952 amendment to 
the Communications Act. 

6. This congressional intent to free broadcasters from strict Government regu- 
lation over their business decisions has been recognized by the Supreme Court in 
the Sanders case (Federal Communications Commission v. Sanders Bros. Radio 
Station, 309 U. S. 470). There the Court stated: 

“But the act does not assay to regulate the business of the licensee. The Com- 
mission is given no supervisory control of the programs, of business manage- 
ment, or of policy. In short, the broadcasting field is open to anyone, provided 
there be an available frequency over which he can broadcast without interference 
to others, if he shows his competency, the adequacy of his equipment, and finan- 
cial ability to make good use of the assigned channel.” 

7. The business of broadcasting was left in the hands of the individual li- 
censees. FCC Commissioner Robert E. Lee recognized this when he recently 
publicly recommended that subscription television be subjected to the trial of 
the free market price See also Commissioner Lee’s testimony before this com- 
mittee, January 26, 1955, transcript, page 66. There is no reason in law or fact 
to reject the viewpoint that the public be given the opportunity to test the merits 
of subscription television. 

Report of proceedings held before the Committee on Interstate and Foreign 
Commerce Television Inquiry: 
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January 26, 1956, transcripht, volume 1, page 66 (printed record, p. 27) : 

“Commissioner LEE. I believe that you should give some consideration, for 
example, to subscription television as a related problem. That might sound 
strange, but after looking over the docket and discussing this thing with about 
everyone I could find, I feel there is some merit to considering subscription tele- 
vision on the UHF only under certain limitations, since their problem [the UHF] 
is a matter of revenue. 

“If this thing is good, I feel that maybe it should be given a trial on UHF 
only, and under controls such as a percentage of the broadcast time. If you 
can broadcast on subscription television 10 percent of the time you are on the 
air, if you want more time for subscription, you have to give more free, and 
that sort of thing. Perhaps even consideration on some kind of limitation on 
the rates, and certainly not permit it where there is only one service; and that 
sort of thing. But I would hope that you would give it some consideration.” 

Transcript, volume 1, page 68 (printed record, p. 28) : 

“Conmmissioner LEE (continuing). My suggestion is to consider the limitations 
[to UHF] only as a beginning, perhaps eliminating the restrictions later, If this 
thing is in the public interest, you would presumably extend it, so that everyone 
could see it. It just occurred to me, reading these petitions, that since it is a 
matter of revenue, and the proponents say this is like Coca-Cola, there are so 
many millions of people even at a dime, if you can give them revenue they can 
stay on the air and provide a free service as well as the subscription service. 

“Senator Pastore. Until you decide the overall policy? 

“Mr. Lee. That’s right, sir. 

“Senator Pastore. I see.” 

February 21, 1956, transcript, volume 4, pages 515-516 (printed record, p. 166) : 

“Chairman George McConnaughey submitted written answers to questions 
raised by Senator Andrew F. Schoeppel on January 26, 1956. 

“Question. What is the status of subscription television, and what are your 
views? 

«Answer. The Commission instituted the subscription television proceeding 
on February 11 of last year to explore the question of whether it would be in the 
public interest to permit television stations to engage in subscription television 
operations on a regular commercial basis. Interested parties were invited to 
submit their comments in order to assist us in resolving the numerous legal, tech- 
nical, and policy questions involved. When the time for filing comments expired, 
on September 9, 1955, the Commission found that the comments received totaled 
approximately 25,000 formal pleadings and less formal submissions which filled 
nearly 80 reference volumes. This is more than has been filed in any other 
docketed case in the Commission’s history. Because of the nature of this pro- 
posal and the many questions and problems to be resolved, including the question 
of whether legislation by the Congress is called for, I am unable to promise the 
early conclusion of this proceeding. Moreover, our consideration of this matter 
must always yield to the need for the earliest possible resolution of the question 
before us in our current review of the established system of television 
allocations.’ ” 

February 21, 1956, transcript volume 4, page 611 (printed record, p. 204) : 

“Mr. Cox. Without regard to the merits of the proposals, in the light of Mr. 
Lee's statement during the fivst day’s hearing that subscription television might 
be a possible answer to the UHF problem, I would like to ask whether the Com- 
mission is still of the opinion expressed to the House Committee on Interstate 
Commerce in May 1954—that if it were to decide that a subscription service was 
in the public interest, does it feel it has legal authority to approve and to adopt 
a rule so providing? 

“Mr. McConnavuGHey. I think so. 

“Mr. Cox. You are still of that view? 

“Mr. McConnauauey. I think so.” 

February 21, 1956, transcript volume 4, pages 622-623 (printed record, p. 207) : 

“Senator Pastore. Isn't one of the important issues in this rulemaking process 
that you are undergoing now, with reference to subscription television the ques- 
tion as to whether or not you have the authority under the law? 

“Mr. McConnavuGHey. That question certainly does come into it, Senator. 
I say it does come into it. I think the general feeling is that possibly we do 
have the authority. But it is not too clear cut.” 


75589—56—pt. 3-3 
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Mr. McConnaughey then refused to allow his staff legal adviser to answer a 
question as to whether or not the Commission had the authority to regulate 
subscription television. 

Mr. Lanois. There is an administrative phase of this problem that, however, 
should not be overlooked. Our own petition for an amendment of the existing 
rules was filed in September of 1954. Other petitions were filed shortly prior 
and subsequent to ours. A rulemaking proceeding on this subject was instituted 
by the Commission in February of 1955. Briefs and counterbriefs were filed 
with a closing date of September 9, 1955. Since then there have been 7 long 
months of silence. 

As a former bureaucrat, I realize the loads of work that an administrative 
agency may be called upon to assume. I realize also that this proceeding has 
brought many comments from the public, due largely to the efforts of proponents 
and opponents to engender support from the public for a particular viewpoint. 
The value of the vast majority of these, if they have any value, can be extracted 
by the simple process of enumeration. 

The delay to date is not too significant, but a continuation of this delay will 
have serious consequences. Not only is the institution and conduct of a pro- 
ceeding of this character an expensive proposition, but maintaining in existence 
while the proceeding is pending a group of engineers, scientists, and executives, 
is practically essential if one wants to be in the position to go ahead full blast, 
if, as, and when the green signal is given. We are a small company, financed 
primarily with public money that has been openly invested on a known specula- 
tion. That, in my opinion, is right and in the tradition of our system of private 
enterprise. But, as delay continues, we find ourselves in a position where this 
financial drain continues and, if continued too long, the investors can easily end 
up without even having had a run for their money. The opponents unfortunately 
are not in that situation. Their aim is to maintain the status quo, and the 
status quo provides them with continuing revenues. No decision, in short, is as 
good as a decision in their favor. 

What this committee can do about this situation, I do not know. But besides 
us—the proponents of subscription television—there is the UHF broadcasting 
industry. Like us the absence of any relief and the continuing pendency of their 
problem has already driven many of them to the wall. Perhaps there is no 
ultimate sound relief for the UHF situation. Our own proposals, however, we 
believe will afford a substantial measure of relief. Certainly, action and not 
inaction is called for and we hope devoutly that this committee will agree with 
us in that viewpoint and exert at least its moral influence in behalf of the 
formulation of a program now. 

In closing, I want to express my thanks to this committee and its staff for this 
opportunity to lay before them the cause of subscription television, a cauSe which 
I believe is intertwined with those problems whose solution is the committee’s 
major concern. 


= Brsie. We are very happy to have your statement, Mr. 
andis. 

Senator Purtell, do you have any questions? 

Senator Purrety. No questions. 

Senator Brstz. Senator Potter? 

Senator Porrrer. Mr. Landis, I regret I wasn’t here earlier to hear 
the majority of your statement. I assume—Are you recommending a 
subscription plan similar to the Zenith plan ? 

Mr. Lanopis. Basically similar to the Zenith plan. As I indicated, 
there are certain mechanical differences between Zenith, ourselves, 
and Telemeter. The basic principles of operation are, however, the 
same, and as I said before, certainly we are not seeking a monopoly 
or an exclusive position here. We are in a sense joining with them in 
the hope that the Commission will amend its regulations so as to 
permit the encoding of the television signal. 

Senator Porrer. How much would this cost the consumer or the 
receiver ? 

Mr. Lanois. We figured, on the basis of estimates that we have got- 
ten from manufacturers, and we have been rather careful on these 
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estimates, these aren’t just casual things, that it would cost the 
viewer $40 for a combination decoder and UHF converter. That 
does not count, however, the cost of any new antenna, if he needs those. 

a Porrer. That is the cost for conversion of the individual 
set 

Mr. Lanpis. Conversion plus a decoding unit. 

Senator Porrer. Then how much would it cost—say Mrs. Jones 
— to see an opera in the evening? Is it a card system that you 
use 

Mr. Lanois. Yes. 

Senator Porrer. How much would that cost her to see the opera? 

Mr. Lanois. That is something you have to work out. We have 
figured on charges running cen from 25 cents to $1.50 or $2 for 
various type programs. 

As to operas, it would depend upon the estimated audience that you 
have; your estimate of revenue has naturally got to be large enough to 
deal with the cost of the programing. Opera is a fairly expensive 
type of programing. 

Senator Porrer. Of course the question that always comes up in 
considering this type of television is whether the public interest is 
being served if they pay for the service, and also the amount they 
would have to pay. Now, there would be a lot of difference between a 
program that might cost 25 cents for an hour and a program that 
would cost $2 for an hour, and I would think that that question is one 
that would have to be resolved. 

Mr. Lanopis. I don’t see how you can resolve it in advance. How 
much do we pay for a good show? How much do you pay extra for 
a musical as against an average drama? ‘There are variations in 
price because musicals are more expensive to put on. How much do 
you pay for a road show like the Robe as against the ordinary A 
picture? Those are matters that are determined in our economy by 
the counterbalancing forces of demand—— 

Senator Porrrer. I would like to observe that you would be taking 
a frequency that is now being used for actually free television. 

Mr. Lanpts. No; that is our point; we wouldn’t. We are asking 
te work on frequencies that are not being used at the present time, so 
that your Mrs. Smith, who might be interested in seeing the opera, 
if she didn’t want to see it, all the other free programs would still be 
available. 

Senator Porrer. You would have to have an allocation of a fre- 
quency, if it is not one being used, it is one that could be used. 

Mr. Lanois. It is certainly one that could be used, and under our 
present economic situation they are not being used, and there are 
hundreds of those available throughout the country. 

Senator Porrrer. Of course, sometimes I think that the advertising 
is much more entertaining than the program which we are watching. 

Mr. Lanois. That I don’t dispute. I get a kick out of some of the 
advertising on cosmetics occasionally. 

Senator Porter. I do agree, however, I think that there is a 
tendency on the part of either the network or the individual station 
to try to squeeze in too much advertising, and I think they are killing 
the goose that laid the golden egg by continuing that practice. I don’t 
think it is good advertising. | 
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Mr. Lanois. Well, some of it, I quite agree with you, is not good 
advertising. On the other hand, there is certain of it that is quite 
effective. 

Senator Porrer. When you break into a show every 5 minutes for 
a minute spot it is disturbing, to say the least. 

Mr. Lanois. Yes. 

Senator Brste. Mr. Landis, as I understand you from your first 
statement, the consumer’s investment in this subscription television 
experiment would be approximately $45 plus a high antenna if you 
are using UHF; is that correct? 

Mr. Lanopis. Yes; if he needs the high antenna. That depends upon 
the particular circumstances. He may or may not need the antenna. 
It would be about $45. 

Senator Bratz. The one thing I am not clear on is whether or not 
you have any general indication of what the public would be paving 
for these programs on a month’s basis. You say you would limit 
your broadcasting to a 40-hour week. That is all you are asking. 

Mr. Lanots. I doubt whether we could fill 40 hours a week for a 
considerable period of time, and you as a consumer might not be 
interested in this particular type of program. You might only buy 1 
or 2 hours, or 3 hours of time, per week. 

Senator Bieter. The thing that baffles me in your statement is this: 
You say that before I can enter this subscription television field I 
must invest $45 in the decoder and converter. Now, before I invest 
that $45, it seems to me that I should have some indication of what I 
am going to pay for the programs which I am going to be receiving. 

Mr. Lanpis. Oh, unquestionably, Senator, you will, because you 
won't shove out $45 without knowing what your chances are, what you 
are going to get, and at what price. 

Senator Brete. But you have no indication as to what those prices 
would be as of now? 

Mr. Lanpis. We have estimated. None of our prices have ever gone 
over $2. But we have estimated potential audiences in the New York 
City area for these various types of entertainment and estimated costs 
with regard to it, and then come out with what we thought was a 
reasonable price. 

Senator Bree. Does your study go beyond the field of opera, where 
you say it is a specialized field ? 

Mr. Lanpis. Oh, yes; we have gone into athletic events of all types. 

Senator Bratz. Attempting to tie up a world-series game exclu- 
sively, for instance? 

Mr. Lanois. No; actually what we are interested in is primarily in 
dealing with those events that you don’t now see in New York City, 
like the pro football games. I believe you can get quite an audience 
for that purpose, and at the same time not damage severely the box 
office at the arenas. We have gone through a series of programs of this 
type, estimating costs, potential audiences, and the like, and, there- 
fore what prices the public would have to pay in order to see them. 

Of course, all of that depends upon the area that you serve. If you 
serve, say, Cincinnati as against New York, you have a different prob- 
lem on your hands. You have that in the entertainment field today. 
You cannot get the prices in Cleveland, or even in Chicago, that you 
can in New York for theaters and movies. 
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Senator Bratz. I recognize what you are saying, but when you are 
talking about any type of a sizable audience you still have a sizable 
investment by each television viewer, to the extent of $45 a person 
or a set. 

Mr. Lanpis. That is right. Yet, I don’t think it is sizable from the 
standpoint of an owner of a television set. He not uncommonly will 
spend $20 or $25 for some gadget that he thinks will improve his 
sense of vision. 

Senator Bratz. Of course, what you are saying is you are perfectly 
willing to take the risk, from the standpoint of Skiatron, to go ahead 
and see whether or not this does prove out pepe ee 

The thing that bothers me is, after you sell it to the television viewer 
on a subscription basis, and then he puts out $45, how far ahead does 
he have an indication of these programs he is going to pay for, for 
which he has already paid $45? 

Mr. Lanois. We have considered, and we may eventually turn to the 
idea of leasing these decoders rather than suggesting their purchase. 
Admittedly, the problem of leasing carries with it a considerably 
greater burden than of outright purchase, and it involves a larger 
capital investment on the part of the subscription television operator 
if he has to carry the large inventory of television decoders that 
otherwise he might dispose of to the public. 

So I say our present plans are that we think that purchasing is 
peenegs the best move in this direction, but it may be that when we 
actually have a chance to operate we will be able to gather together 


sufficient capital and run a leasing scheme instead. I cannot guarantee 
any of these things, because you can’t tell. 


Senator Brste. I realize you are in a new field. 

Mr. Lanois. You cannot tell what the economics of a situation will 
demand of you. 

Senator Bratz. As I understand your statement, you have complete- 
ly submitted your case before the FCC some 7 months ago. 

Mr. Lanois. That is right. 

Senator Brete. It has been under submission for some 7 months. 
Do you have any indication of when you might possibly have a deci- 
sion from them? 

Mr. Lanpts. None whatever. When I say we have completely sub- 
mitted it, we have submitted everything that the FCC has asked for. 

Senator Birste. You have rested your case; is that a fair statement ? 

Mr. Lanois. I wouldn’t be at all disturbed if the FCC would say: 
“Well, yes, you have submitted all this material, but here is one area 
we want to know something more about; we would like to reopen the 
hearing on this point.” I think that is a perfectly intelligible admis- 
sion, and nobody would have any objection to that, but what we fear 
is a delay of, say, 4, 5, 6 years, as happened in color television. By 
that time our tongues will be hanging so far out we will be completely 
parched. 

Senator Bratz. The stockholders will be a little unhappy. 

Mr. Lanpts. Yes; I think they would be. 

Senator Brstr. Fine, Mr. Landis. Thank you. 

Senator Porrer. Do you envision a nationwide coverage ? 

Mr. Lanois. Yes, eventually. Of course you would have to start 
off in one area and, hopefully, in an area that would be sizable 





1080 TELEVISION INQUIRY 


enough. We couldn’t start off and have much of a chance, we will 
say, starting off in Grand Rapids, but give us Cleveland or the Phila- 
delphi area or the New York area—those areas would be a fair test 
of how this operation could go. 

Senator Porrer. Of course, you always have a problem that enters 
into a question of this kind. If a person buys a ticket to the opera 
or the theater, that is private property. It is a private undertaking, 
a private capital investment; but you are using public property when 
you are using the airways. To charge the public for the use of that 
property presents another question. 

I have never been able to answer to my own personal satisfaction 
as to whether the public interest would be served by charging the 
public for the use of public property. Now, it is true, you would be 
furnishing the programs. The programs are also utilized by people 
furnishing advertising. But I do believe there is a difference between 
selling that property to somebody to put on a program and to use part 
of it to advertise his product, and to take it for a program and to 
charge the consumer just for the program. I don’t know whether 
there is a difference or not, but it does raise a question. 

Mr. Lanois. I have never worried about that too much. After all, 
we use the power of eminent domain to get property for the railroads, 
and the railroads sell tickets, and they charge for their services, and 
it is all in the public interest. The basic thing is whether this is in 
the public interest, and if the public doesn’t like it we won’t survive; 
that is obvious. 

Mr. Cox. In connection with your suggestion that perhaps subscrip- 
tion can help save UHF, apotitianaty how long do you think it 
would take for you to get into effective operation, assuming the FCC 
granted authorization ? 

Mr. Lanpis. We have estimated that we could be into effective op- 
eration—that is, operation to the degree of, say, a hundred thousand 
decoders to start with—within 9 months after getting the signal light. 

Mr. Cox. All right; now, what markets would you propose to go 
into first? Are you going into those areas that have UHF stations on 
the air losing money ? 

Mr. Lanois. Preferably there, because you may have an audience 
that is half sold already. Those would be attractive areas, provided 
that you had enough consumers there to pay the cost of programing. 
You have to have that base in order to get good programing, or you 
have to have enough consumers so that you have enough of a special- 
ized audience in order to meet the cost of programing. 

Now, areas where that would be possible, and where you have UHF 
already operating—there are some areas in the Middle West that I 
think of around through Kansas City and St. Louis where you already 
have UHF operations, where you might move in initially with a type 
of subscription television that might be effective. 

Mr. Cox. How long do you think it would take before you would 
have enough decoders out and in use that you could actually start to 
carry the kind of programing that you are talking about? 

Mr. Lanpis. You mean carry it economically ? 

Mr. Cox. Yes. 

Mr. Lanpis. Of course, we would have to operate in the red for a 
considerable period of time. There is no doubt about that, just as tele- 
vision itself had to do that when it started. We have figured that 
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within a year and a half to 2 years—take an area such as the New 
York City area—if the demand was there we could have anywhere 
from 144 million to 24% million decoders available, from a manufac- 
turing standpoint. 

Mr. Cox. That was a year and a half to2 years? 

Mr. Lanois. Yes. 

Mr. Cox. In that case, of course, you are going to have to get a new 
station to go on the air. There is no UHF station in operation in New 
York. 

Mr. Lanois. There is a frequency open. There are 3 frequencies 
open, 1 which is commercial, 1 which is educational, and the third 
which is sort of semieducational, reserved there at the moment, but 
not too strongly. 

Mr. Cox. This would require the construction of a new station? 

Mr. Lanpis. Yes. 

Mr. Cox. And isn’t it true that engineers predict some difficulties in 
New York City on account of the buildings which might interfere? 

Mr. Lanpis. It might; and yet one doubts as to whether it is quite 
as serious as indicated; not perfect reception but still reception suffi- 
cient to justify the operation of it in that area. 

Mr. Cox. Have you proposed to the Commission not only that you 
limit your initial operations to UHF but that you make your initial 
efforts in any specified localities, or class of localities ? 

Mr. Lanois. No; we haven’t done that. We have just indicated 
the UHF field, but I see no reason why the Commission shouldn’t sug- 
gest operation in those areas. 

Senator Brste. Thank you very much for your statement, Mr. 
Landis. 

Our next witness is Mr. Raibourn. 

Would you state your name for the record, please ? 


STATEMENT OF PAUL RAIBOURN, INTERNATIONAL TELEMETER 
CORP. 


é Mr. Rarsourn. My name is Paul Raibourn; I reside in Southport, 
onn. 

Senator Brste. I note that your statement is very voluminous. Now, 
I certainly have no objection to having the statement incorporated in 
full in the record. I am wondering if it might not be just as effective 
if you could highlight that statement, hit the high points on it? I 
don’t want to in any way curtail your presentation, but if you feel that 
you can make as effective a presentation by having the statement in- 
corporated in the record, and then highlighting it in your oral testi- 
mony, that would be appreciated. 

Mr. Rarsourn. I think I can probably do best by taking the first 
4 or 5 pages, and excerpts from the rest of it. 


1 By letter dated April 25, 1956, Mr. Landis requested that certain documents filed by 
Skiatron with the Federal Communications Commission be incorporated in this record by 
reference. Accordingly, the following items, which have been retained in the committee’s 
files, are hereby incorporated in the record of these hearings by reference : 

1. Petition for institution of rulemaking, dated September 13. 1954. 

3 2. gc in response to notice of proposed rulemaking, docket No. 11279, filed 
une 9, ' 

8. Reply comments, docket No. 11279, filed September 9, 1955. 

4. Comments, docket No. 11532, filed December 14, 1955. 
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Senator Bratz. That would be very satisfactory, Mr. Raibourn. 
Thank you. 

Mr. Rarourn. I have been connected with television broadcasting 
since before the late World War, having helped start television sta- 
tion KTLA in Los Angeles and station WBKB in Chicago. I am still 
president of station KTLA. In addition, I am a director and treas- 
urer of the licensee corporation which operates television stations 
WABD in New York and WTTG in Washington, D. C. I partici- 
pated as one of the founders of the Television Broadcasters Associa- 
tion which subsequently merged with the National Association of 
Radio and Television Broadcasters in which I have continuously 
served as a director until the present time. In addition, I am vice 
president and director of Paramount Pictures Corp., and also chair- 
man of the board of directors of the International Telemeter Corp. 

I appreciate the opportunity your committee has afforded me to 
appear before you and discuss the potentials of subscription television. 
I wish to state at the outset that I have tremendous faith in television 
as a medium for public service, and the further economic development 
of our Nation’s resources. The power and impact of television upon 

ublic attitudes is in my judgment only beginning to be understood. 

have been an enthusiast for television for years. The same cannot 
be said of all of the organizations, even the largest ones, which will 
appear before you on this question. 

If we look back only 7 years we will find one of the largest networks 
dragging its feet in television professing lack of faith and one propo- 
nent of subscription television saying that sponsored broadcast televi- 
sion could never get off the ground. They have both since served ably 
and well in helping television along, but the existence of such differ- 
ences of opinion in the not too distant past should point out to every- 
body that there is nothing sure with respect to television except its 
growth and that, in considering its future, one must return to the basic 
fundamentals of the situation to be sure that he is drawing inferences 
which the future will bear out. 

This committee, I am sure, recognizes that basic to every considera- 
tion in evaluating the problems relating to television is the public’s 
stake in this medium. Those in the limelight of television who appear 
before you in opposition to pay-as-you-see television represent total 
investments of around a billion dollars in facilities and plant. Ac- 
cording to the Commission’s latest economic report on television invest- 
ments, the investment by the networks and all television stations as of 
1954 was only about $315 million. When the public fully converts to 
color, as it will do, the total investment of American citizens in this 
service through the purchase of receivers will be close to $30 billion. 
So I appear today to make the obvious appeal that the interest 
of the public whose investment will be at least 30 times that of the very 
vocal group which presently dominates television should control our 
thinking. In brief, I do not believe that the control of the bark should 
determine what the dog shall do, The preferred position of the vested 
interests, particularly the networks, should not determine public pol- 
icy in this important and dynamic field. 

The Federal Communications Commission has probably told you 
that the volume of paper and sound which has been presented for and 
against pay television far exceeds that on any other subject with which 
it has had todeal. I find it a staggering job to keep up with it myself, 
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but I can boil my reaction down to amazement that this very simple 
proposal that the public, with its huge investment in receiving sets, 
should not be permitted to choose. 

We are here making a fundamental and I think truly an American 
appeal for the doctrine of competition. I can understand the position 
of the networks in resisting change and progress. Their present pre- 
ferred position through restrictive covenants and exclusive arrange- 
ments with their affiliates when combined with the existing limited 
channels of broadcasting affords them the opportunity to determine, 
by and large, not only what the public shall see and hear, but what shall 
not be made available. I plead for access by the public to any and all 
programs and events it may want, and access by any and all producers 
to the sets for which the public has expended so much. I contend that 
the authorization of pay-as-you-see television is progress. If it suc- 
ceeds, it will inject a much-needed competitive force into this industry ; 
and the public, with $30 billion of potential investment, will benefit. 

As I shall develop later, if subscription television does not win pub- 
lic acceptance, only those companies which invest their funds and 
energies in making it available will suffer. If the existing network 
structure cannot face this new form of competition, I raise the ques- 
tion as to whether it deserves to survive in its present form. 

Mr. Cox. In your opinion, do you think that there is substantial 
danger that this competition might drive them out of business? 

Mr. Ratwourn. I don’t think there is the slightest chance of it hap- 
pening. The networks have rendered a great service to the public so 
far, but I insist that in this dynamic field the status quo should not be 
irrevocably fixed and that the networks, like every other American 
commercial institution, should be subjected to as much vigorous and 
healthy competition as the limited facilities in this field permit. In 
short, the umbrella of governmental sanctions, through approval of 
exclusive contracts, option time, and other artificial restrictions, should 
be removed, and I think this committee should reaffirm and make clear 
that network organizations are subject to antimonopoly laws just as 
other American businesses are. 

Mr. Cox. Mr. Raibourn, are you familiar with the testimony offered 
recently by Mr. Richard A. Moore, of Los Angeles? 

Mr. Rarsourn. Mr. Moore sent me a copy. 

Mr. Cox. Have you read it? 

Mr. Rarpourn. Yes. 

Mr. Cox. I take it then, that this is in partial agreement with the 
conclusions he draws as to the factor of option time and desirable 
policy with respect to restrictions on that? 

Mr. Rarsourn. It is a partial agreement with his point of view. 
I am president of the station next door to his, and I have a great many 
of the problems. 

Mr. Cox. You compete with him and with the 3 network-owned-and- 
operated stations there, as well as the other 2 independents ? 

Mr. Rarwourn. That is correct. 

In this connection, I oppose the licensing of networks for the simple 
reason that this might provide further insulation from competition 
and give them possible immunity to continue the present restraints 
which, in my judgment, must and should be removed if subscription 
television has a fair opportunity to develop as a genuine force in this 
industry. 
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For some time I have been at a loss to understand the attitude of my 
associates in the NARTB in opposing these new and intriguing oppor- 
tunities for its television broadcast constituents. This organization, 
of which I have been a director, to my mind is not representing the 
best interests of the stations or the public. In spite of the many fine 
things which broadcasters and network organizations have done and 
are doing, this industry, in my judgment, will not attain its full poten- 
tial and the statutory status of which it is capable so long as 2 or 3 
organizations dominate and control the vast majority of television 
stations and the substantial part of the program content which is 
broadcast by these stations. 

Further, I believe it would be a salutary project if this committee, 
in cooperation with the Federal Communications Commission, would 
take appropriate measures to require the American Telephone & Tele- 
graph Co. to expand and improve interconnection transmission facil- 
ities and offer them to all see ing their use at tariffs which are reason- 
able and nondiscriminatory. If the American people are investing 
$30 billion, our great common-carrier system should be persuaded that 
it has a duty to organize its service so that the maximum use can be 
made by the public of their tremendous investment in receiving sets, 
and that facilities are available to all at any time who want access to 
these sets, anywhere in the Nation. 

Senator Porrer. How is A. T. & T. discriminatory at the present 
time ? 

Mr. Rartzourn. The rate structure is not based on individual broad- 
casts. The rate structure is based on the renting of services by the 
networks who can furnish programs over a period of time. 

Senator Porrer. In other words, the networks get lower rates? 


Mr. Rarsourn. They automatically do through the fact they use the 
service so much. 


Now, this pores h probably should be modified today on the basis 
t 


of some of the developments that were shown in Chicago last week, 
and I am referring to the use of the magnetic tape. For the first time 
it was possible to use magnetic tape. 

Senator Porrer. Isthat a reality now? 

Mr. Rarsourn. Yes, it is a reality now. The reality was best dem- 
onstrated by 78 orders for magnetic-tape recorders in Chicago last 
week. That is going to change this situation with respect to the tele- 
phone company to some extent. I am not prepared to say how much, 
and I don’t suppose anybody else is, either. 

Senator Porrer. And that should be a real challenge to the net- 
works, shouldn’t it ? 

Mr. Rarsourn. It is a great help to the networks. 

Senator Porrer. It should be a great challenge to the networks, 
because the independents now should be able to secure good pro- 
graming. 

Mr. Rarsourn. Ina much easier way. 

Mr. Cox. To the extent, though, that you would propose to provide 

orts you would still need live broadcasting which would require 
the facilities of A. T. & T.? 

Mr. Rarsourn. That is right. 

Mr. Cox. Isn’t it true that in order to continue the usage of those 
facilities, it requires high-load usage in order to support them ? 

Mr. Ratwourn. That is the way the rate structure has been set up. 
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The point I am making here is I question whether that is the best rate 
structure for the growth of television in the future, and also from the 
standpoint of the producers and the public. Ty: 

Mr. Cox. You are proposing a limited amount of subscription pro- 


ming? 

Mr. Hasioonn, I think there can only be a limited amount of sub- 
scription programing. 

Mr. Cox. And to the extent it is limited you would not be able to 
feed into the telephone facilities programs on a sufficient volume to 
make their maintenance of these circuits economical ? 

Mr. Rarsourn. I question whether that is something which actu- 
ally exists, or something that exists in the rate structure. 

Mr. Cox. Isn’t there a limitation upon the number of circuits actu- 
ally available as presently constructed? 

Mr. Rargourn. There is. 

Mr. Cox. Which would place you in competition with the existing 
networks for circuits in the event you wished to broadcast a program 
at a particular time? 

Mr. Rarpourn. There is. 

Mr. Cox. Are there enough circuits so that you could have a circuit 
in addition to those occupied by the existing three television networks? 

Mr. Rarsourn. Not without a great deal of planning. 

Now there is a lot of material remaining in this document. I can 
go ahead and read excerpts of it. 

Senator Brste. You develop it in your own way, Mr. Raibourn, 
because the chairman certainly hasn’t any disposition to cut you short 
on what you want to say. 

Mr. Rarsourn. The most important point, I think, that remains in 
this situation is the fact that here we have such an enormous present 
investment by the public in television receivers, we have a potential 
investment of approximately double that to convert to color, and the 
public may or may not have access to a great number of programs 
which otherwise it could have access to. Now when we look at these 
figures, if we take the total number of motion pictures that are pro- 
duced in Hollywood at the present time, if we take the legitimate 
shows, the opera, the important sports events of the country—baseball, 
professional football, in fact all of them—and add them together and 
find out how much time they take up in a year, you reach a total of 
less than 2,000 hours. 

Now in New York City we have seven stations on the air competing 
for the attention of the public. Those 7 stations are producing between 
30,000 and 35,000 hours of entertainment a year; so at least in New 
York the possibility of subscription television removing from the 
public the access it has, through these stations, to sponsored and sus- 
taining programs just does not exist. Your problem would be a little 
more acute in Washington because you haven’t got 35,000 hours in 
Washington. But in my judgment from 35 years in show business I do 
not believe that you can get the public to pay for more than 1,500 or 
2,000 hours of the material that is now available. 

Senator Porrer. How much would the public pay per show ? 

Mr. Rarsourn. The public pays per show in proportion to their 
desire to see the show. We at Telemeter figured at first that a dollar 
limit might be a fair limit. 

Senator Porrer. Is that an hour, or per show? 
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Mr. Rarsourn. Per show. When considering that for a show, you 
are considering a show that would last an hour and a half to 2 hours. 
We finally set the upper limit at $2, based on the inflationary move- 
ment up of admission prices to various events in the country. That is 
guesswork. I still must say that we have an aphorism in the show busi- 
ness—“The public is always right.” They determine finally what you 
do and what you can do. Now if you start looking at this situation in 
terms of money, the amount of money that is taken in as film rentals 
for motion pictures in this country—that is not admissions to the box 
office, that is the amount they pay for the shows themselves—is in the 
neighborhood of $400 million a year. If you add to that the approxi- 
mately 50 or 60 million dollars that is paid for legitimate shows, the 
$30 million for professional baseball, the $30 million for professional 
football, and then try to pick out a number of entertainments which 
could be added to that, you probably can get up to a figure of about 
$600 million a year that is paid for those things at the present time. 
When you compare that with the amount of money that the apr is 
investing in television—that they have invested—they probably have 
invested $15 billion between their sets, their antennas, the service that 
they had to get them to work right—and it is re going to be 114 
to 2 times that for color—I have to say to myself, I don’t understand 
the amount of objection to the injection of this small area into this 
situation when it is going to add to the public’s enjoyment. 

Senator Porrer. What would be the mechanics involved assumin 
you wanted to broadcast the Washington Senators baseball game? 
Would the baseball company put on—would they receive the entire 
revenue ¢ 

Mr. Rarsourn. The revenue would go to the broadcasting station. 
They would buy the time. There would have to be a service charge 
paid for the collection of the money, for all of the problems that will 
go in connection with this situation. We have discussed a great many 
ways of organizing this business, to get people interested in it. Our 
problem at the present time would be to get people interested and make 
them invest in it and get it started. 

Senator Porrer. What has been the reaction of your sports pro- 
moters? 

Mr. Rarsourn. Can I introduce Mr. Paul MacNamara, who has 
spent a great deal of time on that ? 

Mr. MacNamara. The management of baseball are all for some 
sort of pay-as-you-see television because the baseball business, as a 
business, in America is being crippled with television. Twenty-two 
leagues did not start this year—were put out of business. Last year 
in Houston, Tex., at the minor league meeting, we went down there 
with a plan because it is that critical that they are looking for ways 
and means. I am getting to the answer to your question. But the 
background, I think, is important. Our plan for Cleveland, for in- 
stance, was that the minor leagues that come under the umbrella of 
telecasts originating in Cleveland—for instance, Cleveland is playing 
the Yankees and that game is going out over parts of Ohio where minor 
league baseball games are playing the same day. Very few people 
want to see Sandusky play when they can look at Mickey Mantle, so 
eee shows up at the baseball park and the minor league goes out of 

usiness. 
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Now with the telemeter plan of metering, if the telecast of the 
Cleveland game was going out under the same umbrella method and 
you, as a fan in Sandusky living in the area of the baseball franchise 
for Sandusky, tuned into the Cleveland game and put in a quarter to 
see the game, some part of that quarter would stay in Sandusky and go 
to the owners of the Sandusky franchise, just as the Sandusky fran- 
chise holder for Coca-Cola would object if a red truck came up from 
Cleveland into that franchise area to sell Coca-Cola—but that is what 
is happening with the telecasting of baseball with minor league 
baseball. : 

But the question was, this would be very good for minor league 
baseball but how would Cleveland feel about it? So we suggested— 
Mr. Trautman, who is president, suggested that we meet with mem- 
bers of the National League and the American League to ask the 
question. They are supplying the entertainment for Sandusky in this 
case, but they also are well aware of the importance for baseball of 
the continuing existence of minor league baseball. The whole idea. 
of baseball has to exist with a base of minor league baseball and at 
the present time it is getting knocked off. 

For instance—and this illustration was given, in the Chicago meet- 
ing—Albany is playing New Haven in the Eastern League, late Sep- 
tember night. This is the final game—if they win this game, they 
win the pennant, the flag in their race. I think the field in Albany 
seats 10,000 people. It 1s going to be played under lights, in perfect 
weather conditions. The same night in New York the Giants are 
playing the Dodgers and it is telecast. How many people paid to 
see this game, the final game? There were 34 paid admissions. 

Now you go down to see Mr. O’Malley or Mr. Topping, the man- 
agement people, and they are favorable toward it for another reason. 
If they can reduce the number of people that are getting it for noth- 
ing, they have a greater chance of selling it, and they are after all in 
the business of manufacturing a product like anyone else. They are 
manufacturing baseball entertainment and yet they are giving it 
away. 

Now the advertiser, on the other hand, is getting very close to satur- 
ation as to what he can pay for these games. Well, if he is unable 
to pay any more, and what he is able to pay does not make up for the 
difference of the loss at the box office, then you have a problem where 
I don’t think it will be too far in the distant future that baseball will 
be going off the air. It is beginning to go off the air a little now in 
certain situations in the United States. 

The Hollywood Stars aren’t telecasting their games this year. 
Cleveland has cut the number of games. So while the public may want 
it, and feel that they are entitled to it because they bought a set, there 
was nothing in the contract when they bought the set that said the 
Hollywood Stars have to go out of business, and I think that is a part 
of the economics of sports where pay-as-you-see television can make a 
contribution to keep it on the air for the public to see it. 

Senator Porrer. Of course, I assume you could follow that to a 
conclusion that eventually they may be plaving before empty stands. 

Mr. MacNamara. No, on the other hand, they would be playing 
before more people because now let’s say there are 3 million sets in New 
York, and whatever the rating might be might give them a million 
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free admissions now. So with a million people seeing it—some of 
them interested, some of them very interested, and some of them only 
faintly interested—the people who were very interested might be 
willing to pay a quarter, although some of them would say “Well, if 
I have to pay money I am going up to the stadium,” so we would 
reduce probably the number of people that would see the telecast, but 
we might increase the admission at the gate. ah 

Mr. Cox. You feel, then, that in this instance the imposition of a 
charge for seeing something that is now, at least to some degree, avail- 
able free is necessary in order to preserve the very medium that the 
people are enjoying. 

r. MacNamara. I do not think there is any question about it, and 
I think if you talk to the heads of baseball who are very familiar with 
the economics of the thing, they will make the point real strong that 
they are getting killed. : 

baat noe won the pennant and is now playing 8 games or 6 games in 
Jersey City. You cannot do any better than win the pennant. 

Senator Porrer. It is going to be a great drain, though, on a hus- 
band who has a baseball fan as a wife home in the afternoon and these 
games are televised and she pays for them. It is going to be hard on 
the family budget. [Laughter. | 

Mr. MacNamara. Well, maybe they will go to see the game. I do 
not think that the drain on the budget will be as bad a blow to the 
baseball fan as the elimination of baseball from television. 

Senator Bratz. What charge do you propose for seeing the New 
York Yankees and the Cleveland Indians play on a Sunday afternoon 
in Sandusk 

Mr. MacN 


? 

aMaRA. I think that will be determined by the number of 

seats available, but I would guess at somewhere from 25 to 50 cents. 
Senator Bratz. You me proceed. 


Mr. Rarsourn. I think I can conclude everything I have to say and 
leave the rest for the record with two statements: One based on a 
study made by the Columbia Broadcasting System and reported to 
the Federal Communications Commission, which is described at some 
length in here, in which they say they think a maximum of 585 sta- 
tions is the maximum possibility in this country at the present time, 
under the — broadcasting setup. That, of course, is not what 
the Federal Communications Commission envisaged, nor what I think 
the people who dream of what television can do have envisaged. We 
have dreamed of television being something for the small town as well 
as the large city. 

Subscription television is just another way of adding to the income 
and adding it in proportion to the desirability of the programs to the 
smaller groups of people. 

Senator Brsxz. Mr. Raibourn, what type of specialized programs do 
you mention in your presentation? I notice, in running through it, 
you mention opera and stage presentations. 

Mr. Rarsourn. Sports. 

Senator Brete. New movies? 

Mr. Rarpourn. Yes. 

Mr. Cox. Education ? 

Mr. Rarsourn. Education. To that one point I would just like to 
add the further point that I think the people who will benefit greatly 
by this are the broadcasters. They become a more general medium of 
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reaching the public and in becoming a more general medium they have 
the possibility of higher revenue and more demand for their facilities. 

Senator Porrer. What effect would this have on a neighborhood 
theater ? 

Mr. Rarsourn. I think it would be very difficult for the neighbor- 
hood theater, but I think television is making it difficult for a great 
many neighborhood theaters now—especially those that play the sec- 
ondary types of pictures. 

Mr. Cox. You suggested a while ago that in broadcasting a baseball 
game, quite possibly the baseball management might buy the time. 
Now if it was handled in that way so that the broadcaster can receive 
no more than his class A time charge, or whatever time charge is ap- 
plicable at that time of the day, what incentive is there to him to dis- 
rupt his present arrangements and to broadcast this rather than a 
national spot program on which he can derive exactly the same reve- 
nue, with perhaps less difficulties ? 

Mr. Rarsourn. Well, if he can derive the same revenue, there per- 
haps is no incentive. I think that any increased demand for his facili- 
ties is bound to allow him to make a larger charge for his time. 

Mr. Cox. If it is a better program he may get a better rating for it? 

Mr. Rarpourn. Yes. 

Mr. Cox. The point I am making is do you propose that the broad- 
caster will share in the revenue from the subscription program, in any 
way other than the present time charges ? 

Mr. Rarsourn. f think you are going to have an adjustment here, 
and I cannot tell you exactly how it is going to be made. To the ex- 
tent that the broadcaster is an entrepreneur himself and willing to 
invest his money to speculate on what the results will be, to that ex- 
tent he should share in it. If he is unwilling to do that and merely 
wants to sit there and sell his time, he should not share. 

Mr. Cox. In other words, he has the option to reverse it. He can go 
to the baseball club and buy the game? 

Mr. Rarsourn. That is right. 

Mr. Cox. And then exact whatever is a fair share, over and above 
the administrative costs, out of the revenue that is derived? 

Mr. Rarsourn. That is correct. 

Senator Bratz. Mr. Raibourn, I think Mr. Landis developed the 
fact that—take the converter-decoder that he was testifying about— 
that it would cost the individual user something in the neighborhood 
of $45 per set. Now to take advantage of your device—does it have 
a specific name? You probably have iealoeel it in the testimony. 

Mr. Rarpourn. The telemeter. 

Senstor Brstz. How much would it cost the user to buy the tele- 
meter ¢ 

Mr. Ratsourn. Let me tell you where we stand on that question. 
We have made a great deal of studies. We conducted an extensive test 
in Palm Springs, Calif., over the wire, on this situation. This is our 
conclusion. That at $25 these would move like hot cakes. At $100 
they would move with great difficulty. We expect to be able to sell 
our device, installed in the home, at somewhere between $30 and $50. 

Senator Porrer. Is yours the type where you can pick up a telephone 
and call a certain number 

Mr. Ratsourn. No; we are the ones that have the coin box where 
you put the money in. 
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Senator Potrer. The coin box? 

Mr. Ratsourn. Yes; we have — enthusiasm for that —_—— 
since we have always had great difficulty in the amusement business 
collecting for amusement after a person has had it. 

Senator Brate. I think that is true not only of the amusement world. 
Let me develop that a little more thoroughly, though. I pay $30 to 
$50 for this telemeter that I put on my set. Now do you have any 
general estimate of what it would cost me per week? I notice you 
say here that you made the survey at Palm Springs, and I think that 
might be helpful. The thing I am interested in is after I have in- 
vested $50 in this telemeter, how much does it cost me to see what 
type of programs? Have you developed anything along that line? 

Mr. Ratsourn. We think most programs that would be an hour 
to 2 hours long would probably sell under $1. We expect, on the 
basis of what experience we have had and the study of the Zenith 
results in Chicago, for the amount that is paid per home to run in 
the abightbartiond Of $4 to $10 a month. 

Senator Bretz. That would be $4 to $10 a month, and that would 
entitle me to see how many hours of subscription television ¢ 

Mr. Ratsourn. We would expect that that would probably entitle 
you to see on an average of about 20 hours. 

Senator Bree. You believe that the maximum at this stage would 
be about 40 hours a week. Does that seem to be a fair figure ? 

Mr. Rarsourn. I don’t think you could find more programs that 
you could charge for than that amount. 

Senator Brste. That would be the maximum ? 

Mr. Ratsourn. Yes; that would be the maximum available to people. 
The use they would make of it would be somewhat less. 

Senator Porrer. Then you would have people go round and collect 
from the coin box, and so forth ? 

Mr. Rarsourn. Well, there are several ways this can be done. The 
coins finally fall into a small drawer-type of device which has a de- 
coding mechanism connected with it, and that can be slipped in and 
out. You have two ways of moving, then. You can have somebody 
go around and collect them, or you can have a central station at a 
drug store, for example, where you put one in and get another one out. 

Senator Porrer. Don’t you think American ingenuity could devise 
a slug for that coin box pretty well ? 

Mr. Rarsourn. I suspect so. But I think we are up against the 
same problem the telephone company is. When they find too many 
slugs in a pay station they take it out. 

( Discussion off the record.) 

Mr. Cox. If you are going to sell the telemeter to a man, how can 
you tae it out of his home ? 

4 Mr. Rarsourn. We don’t remove the telemeter. It is just a little 
rawer. 

Mr. Cox. But you substantially destroy the value. If you are going 
to stop it because he has put in too many slugs, you are going to leave 
him with a $30 investment. 

Mr. Ratsourn. Don’t you think if he puts in too many slugs, we 
are entitled to do that? 

Mr. Cox. You could always demand that he substitute a nickel for 
a slug at that point, but you might have some trouble with him. 
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You mentioned the use of films and stage plays. Isn’t it true that 
there is a fairly substantial portion of the entertainment made avail- 
able in those forms which would not be suitable for use on television 
because you are taking it out of a restricted location and putting it into 
a living room at home, where it would be exposed to people who don’t 
ordinarily go to a movie or a play? 

Mr. Rarwourn. Well, money enters into the question. You have a 
different type of supervision from what you have in the free sets. In 
free sets that you have in the home now, the parental supervision is 
sometimes a little difficult to exercise. There is a great deal of dis- 
cussion in the television field at the present time as to how much of 
that is the broadcaster’s responsibility and how much of it is the 
parents’ responsibility. 

Mr. Cox. The point I have in mind is that if you broadcast a first- 
run movie at 7 o’clock at night, or 7: 30, when the younger members of 
the family are still up, you may run into the problem that either it is 
paid for and is received and is found not to be suitable for all members 
of the family, or they simply bypass the product because they antici- 
pate that it is not what they want for their children. 

Mr. Ratsourn. I have helped write both codes, and I am perfectly 
familiar with them, and they are not too different. 

Mr. Cox. You think that a movie which passes the code in Holly- 
wood would satisfy the requirements of the NARTB ? 

Mr. Rarsourn. I think most of them would. 

Mr. Cox. And you think it would be something that the public 
would be happy to have in the living room ? 

Mr. Rarsourn. I think it would be something the public would like. 
Wetry to keep our motion pictures of that type. 

Mr. Cox. I take it, though, that there are certain themes—— 

Mr. Ratsourn. And the most successful ones are that type. 

Mr. Cox. There are certain themes which can be treated on Broad- 
way which would not be home entertainment. 

Mr. Rarsourn. I think that is quite true. 

Mr. Cox. You do not, as Mr. Landis did, suggest a limitation of 
availability of subscription programing to UHF stations; do you? 

Mr. Rarsourn. No; I do not. Iam very disappointed as a broad- 
caster in the failure of the UHF stations to develop in the way that 
I hoped they would. We have a very difficult problem in this situa- 
tion, and to some extent I must place the responsibility on the failure 
of the Federal Communications Commission to authorize UHF fast 
enough. You see, what happended was this: The lower channels 
were authorized, and they developed so fast while the Communications 
Commission was studying the problem of what to do about the addi- 
tional channels that too many sets were in use by the time the 
authorizations were made. 

Now, we are going to have a change in the sets in this country. 
That is going to arise with color. I hesitate even to suggest anything 
with respect to this, but certainly some thought should be given to 
the question of whether those new sets should not be available to both 
groups of stations. 

Mr. Cox. I take it, then, you don’t contend that this is going to be 
of any substantial assistance to UHF other than in providing it, per- 
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haps, with a type of programing which will attract people to convert 
so they can receive the U signals? 

Mr. Rarpourn. Yes; and the only assistance that DHF needs is two 
things. It needs money to live on, and that money only arises when 
there are sets that are available. 

Mr. Cox. Don’t you face the problem that the subscription pro- 
gramer, when he goes into the market, is going to have the same desire 
as the advertiser to reach the maximum possible number of sets, and 
that if there is a low conversion rates he is going to try to make 
arrangements to broadcast his program on the VHF station ? 

Mr. Ratsourn. I think that is entirely true. 

Mr. Cox. Then to the extent you broadcast programs on VHF sta- 
tions you run into the point raised by Senator Potter. At that time, 
like Skiatron, you are displacing a program that otherwise would 
have been there free of charge? 

Mr. Ratsourn. That maybe can go over onto the UHF station. 

Mr. Cox. Well, presumably it hasn’t been attractive to the sub- 
scription programer, so it may not be attractive to anyone. 

Mr. Ratswourn. Well, I think it is the responsibility of everyone 
in the television business—and I must include this committee and the 
Federal Communications Commission in it—to try to make those 
channels useful and available, because I don’t see otherwise how a 
goal of a national system of television in which a smaller community 
has a chance to express itself can be realized. 

Mr. Cox. Now, do you have any proposed policy as to entrance 
into particular types of markets?) Would you propose to undertake to 
provide subscription service in a 2- to 3-station market? 

Mr. Ratsourn. I certainly think it ought to be made available every- 
where. I don’t think it is going to develop that fast, and I think it 
will move into limited markets at the start. 

Gentlemen, may I add something to this situation? I am not one 
of those who believes that subscription television could be put into 
existence tomorrow. There are too many interests involved. I think 
it is necessary for the Federal Communications Commission to make 
quite a study of this matter and to allow a great many people to be 
heard on this matter, including the manufacturers of sets who have not 
been heard as yet. 

But prior to the time they do that it is necessary for them to say 
that subscription television fits into the present system of broadcast- 
ing, or some system of broadcasting which they devise, so that the 
whole industry can move together in setting up this situation and mak- 
ing it possible for the American public to have these advantages. 

Now, until that is done—and we have not got over that point yet, 
that is the point at which discussion centers at the present minute— 
until that Eiisien is made that this does fit in, and that studies are 
going to be made as to how to make it practical, from then on there 
is going to be a lot of people heard, and these problems of just how this 
is to be developed become the paramount ones at that moment. 

The real hurdle now is the decision that this should be a part of the 
American broadcasting system. 

Mr. Cox. If you propose to go into a 2- or 3-station market, and it 
is of a substantial size, I assume that these stations have affiliations 
with the networks, so that you would require, actually, the suggestion 
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you made a while ago of elimination or limiting option time in order 
to be able to get prime time in those markets ? 

Mr. Razsourn. That is right. 

Mr. Cox. Now, to the extent that you do into a two-station market 
and get prime time in the evening on one, we will say, of the stations, 
vou have, during the period that program is being offered, reduced the 
choice of the viewing audience in this way: They still have 2 choices, 
as they had before, but 1 of them is available free of direct charge and 
the other requires the payment of 25 to 50 cents to a dollar? 

Mr. Rarsourn. That 1s correct. 

Mr. Cox. So that if there exists any substantial portion of the tele- 
vision- set-owning population who do not feel that they can bear this 
additional burden, you will have cut their choice in half by force of 
economics ¢ 

Mr. Rarpourn. Yes. 

Senator Porrer. Of course, it could go further. If this were car- 
ried out there is no reason for not having 2 subscription television 
broadcasts at the same time in a 2-station market. 

Mr. Rarsourn. I think it would be very possible for the Federal 
Communications Commission to put restrictions on the amount of 
this. I think the total restriction that exists because of the economics 
of the situation is one that is going to work pretty favorably to spon- 
sored television, anyway. But you have this situation now which is 
one of the things that is causing the development of the community 
antenna situation around the country. There are a great many pro- 
grams available from the networks which never reach communities 
unless somebody is willing to bring them in from some other source 
other than the stations, and in going around the country you find, 
amazingly, that there are certain programs which don’t reach certain 
areas to any extent hardly at all. 

Senator Porrer. You think the Commission should restrict it if the 
— should concur in allowing subscription television to 
develo 

Mr. Rarsourn. I think it is a very possible thing for the Commission 
todo. I think they should study the matter before they make a deci- 
sion with respect to it. 

Mr. Cox. Do you think that there is any possibility that, in order 
to supplement the available sources of programing that you have re- 
ferred to, subscription programers will try to draw on the existing 
television talent and try to create for them new programs of a general 
entertainment character which they could offer ’ 

Mr. Ratsourn. That is the growth of entertainment, anyway. You 
start with a subject matter, or a talent which is comparatively un- 
known, and you build them up from there. Connishy, the motion 
picture is growing on television. Television is growing on the motion 
picture, and that process is still going to continue. That is utterly 
independent of what kind of systems you have. 

Mr. Cox. The point I have in mind is that in order to supplement 
movies, Broadway shows, sports, you might eventually create produc- 
tions which are put on in a studio as networks presently do, using 
talent, stars, who are now on television, and compete with the networks 
with that kind of programing as well? 

Mr. Ratnourn. Absolutely. I don’t think we are going to exclude 
Bob Hope from any one of these sets of facilities. 
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Senator Porrrr. It is going to be rough on politicians, though, on 
subscription television. TSncpiner:) 

Mr. Cox. Don’t you think they will pay to see you, Senator? 

Senator Porrer. Maybe the Republican and Democratic hundred- 
dollar dinners could be converted to subscription TV. 

Mr. Rarzourn. That is something that has been mentioned that 
might appeal to the politician. 

Mr. Cox. How do you Se to provide public-interest programs 
to the public through the subcription medium—that is, matters that 
are not entertainment in the sense that people are accustomed to pay- 
ing for them, but things which are obviously of interest to them such 
as discussion of public issues? "Would you try to provide that sort 
of feature? 

Mr. Ratsourn. Oh, certainly. I have received a great many letters 
on this subject since I started talking about it some years ago, and I 
find that there are quite a few people in the country who feel they 
would like to determine what they see on television. A great many 
of them have ideas about programs which are essentially of the char- 
acter of being informative to them, to know what is going on, but 
which may not be of sufficiently wide interest to have them get on 
sponsored television, and those now are usually furnished by the net- 
works on a sustaining basis. 

Mr. Cox. You would have to make a charge for this, though? 

Mr. Rarsourn. Yes; you would have to make a charge if you fur- 
nished this. We still don’t have any penny slots in the telemeter, but 
we do have nickel slots and dimes and quarters, and I think there 
would be quite a field for that kind of thing for people who were 
interested in that kind of matter. 

Mr. Cox. Then suppose the President makes a report on the state 
of the Nation. Are you going to furnish that, or provide a facility 
for furnishing that, which is in any way comparable to that which is 
furnished by the present networks; and, if so, are you going to make 
a charge for it? 

Mr. Rarmourn. I don’t think any one of us wants to charge for 
the President’s speeches. 

Mr. Cox. Well, are you going to provide them ? 

Mr. Ratsourn. What do you mean by that? Are you expressing 
the idea that I think this will drive the present networks out of busi- 
ness, and we will have an entirely different structure? I don’t believe 
that. 

Mr. Cox. No; I am asking, though, that to the extent that you 
create a programing source which to some extent, at least, is going to 
feed these programs over the existing cable facilities, so that you in 
effect are operating a network—whether in that connection you pro- 
pose to provide this wide range of programing now available, from the 
completely commercial to the completely sustaining, to the stations 
which have entered into arrangements with you; or do you think that 
they will take from you for pay and then turn to the network for a 
free sustaining program ? 

Mr. Rateourn. I think they will do both, and I suspect that the 
programs will be provided by the organizations which are engaged in 
subscription television and will be sustaining in character, and I am 
not so sure they might not use them to advertise their products. 
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They are going to have to advertise their products over the air, too, 
to get people to pay for them. 

Mr. Cox. Do you propose to furnish this educational programing 
that you talk about on noncommercial stations only, or do you think 
that such educational programing could be made attractive for com- 
mercial stations and appealing to particular audiences ? 

Mr. Rarsourn. I think it can be made attractive for commercial 
stations. 

Mr. Cox. I assume that you are asking the Federal Communications 
Commission for a change in its rules to permit an educational station 
to make some charge for these programs, since, as I understand it, 
they would be in violation of their present regulations? 

Mr. Rarpourn. I think that is in our request. Our request is quite 
a long involved document. 

Senator Brste. Senator Potter? 

Senator Porrer. I have no more, 

Senator Bratz. Thank vou very much, Mr. Raibourn. We appre- 
ciate your testimony. I think it has been helpful to the committee. 

Mr. Porter. Mr. Chairman, can Mr. Raibourn’s statement be in- 
corporated in the record as though read ? 

Senator Brete. Yes; that was my earlier order. It will be incor- 
porated in the record as though read. 

(The balance of Mr. Raibourn’s statement is as follows:) 

At first blush, it might appear anomalous for me to be here dis- 
cussing subscription television in a hearing which is devoted primarily 
to the UHF problem and questions of network monopoly. But when 
I have concluded, I am confident that you will agree with me that 
subscription television is very relevant to the subject matter of your 
deliberations. For subscription television promises to make available 
new sources of programs and revenues, and, what is more, UHF 
stations will be on an equal footing with VHF stations in being able to 
earn the revenues which these new programs will make possible. 

Moreover, the new programs thus made available will come from a 
myriad of sources which will mean a restoration of independence to 
the station operators. For when station owners can bargain with a 
score or more of sources for programs, they are beholden to no one 
source. The television broadcast field today is dominated by the net- 
works because under our present system 2 or 3 networks are the prin- 
cipal sources of popular programs. The stations must stay on good 
terms with the networks and do their bidding or else they find them- 
selves without network programs. 

But I am a little ahead of my story. Let me start at the beginning 
by discussing some of the basic economic facts of television broad- 
casting. 

Television broadcasting as we know it today is supported solely by 
advertising revenues. Business concerns use television for advertising 
because it is the most effective medium thus far developed for pro- 
moting the sale of products and services. Advertising expenditures, 
of course, represent only one item in the overall expense of doing 
business. These expenditures are deemed justified by business con- 
cerns only if they produce results. And it is axiomatic that results 
cannot be produced unless people are watching the program, for peo- 
ple who do not watch cannot be influenced by the advertising message 
and thus cannot be persuaded to buy the sponsor’s product. 
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A study of current data on this subject is revealing as is shown by 
the following tables: 


TABLE 1.—Average cost per home tuned in per telecast for 59 sample 1954 
programs (adjusted for half-hour basis) 


Cost per set: Number of 
Less than— programs 


5% cents 
CS DOO ins astern cited ce enigg idiaduaptenpapedinde wean tee 


Observe that 43 out of the 59 programs had an expenditures of less 
than 114 cents per home tuned in for each half hour. This figure is 
for a wide cross section of television programs, some of which had 
large audiences and some of which had relatively small audiences. If 
we consider the top-rated programs, the figures per set tuned in drop 
sharply as the following table shows: 


TaBLE 2.—Cost per TV home tuned in per telecast for top rated programs * 


¢ C ’ 
Number ost per 


; adjusted to 
tuned in | “half hour 


| 
| 
Program | Cost per ofhomes | 2ome reached 
| | 


telecast 


HALF-HOUR PROGRAMS | 
I Love Lucy $88 | 17,892,000 


Dragnet ; 14; 658, 000 | 
You Bet Your Life i 14. 468, 000 


ai ints int enn Sele weed iene ; 14, 399, 000 | 


ONE-HOUR PROGRAMS 
Jackie Gleason.-...-.- Sinn iss caamgh al en i sp Sl aka ae ge | 7 16, 986, 000 
Toast of the Town , 16, 130, 000 
Disneyland . 15, 772, 000 | 


CN ene nn casuen naa suenaae er anne ee pea ee a an 9 | 14,398,000 , 
Buick Berle Show | | 13, 892, 000 


1 Covers the 9 top-rated shows for 2-week period ending Mar. 12, 1955. Peter Pan, the top-rated show, 
is excluded because it was a 1-time performance. 


For the most popular programs, the cost per set tuned in, on a half- 
hour basis, is one-half cent. We thus have a range from a low of 0.4 
cent per set tuned in to approximately 6 cents, with the greater major- 
ity falling in the category below 114 cents per home tuned in. 

These figures teach us two things: First, advertisers can afford to 
sponsor only programs which appeal to the largest possible audience. 
Shows which have limited audience appeal are unattractive to the 
advertiser, since the cost per set tuned in becomes prohibitively high. 
Second, the expenditure per home tuned in is abnormally low when 
judged by entertainment-expenditure standards. Multiply the 14%4 
cent figure by 3 to cover the average running time of a movie, 90 min- 
utes, we arrive at an expenditure of 414 cents for 90 minutes’ entertain- 
ment. This compares with the 50-cent admission figure for most 
neighborhood theaters. 

What lesson do these figures teach us? First, so long as advertising 
revenues are the sole support of television operations, commercial pro- 





TELEVISION INQUIRY 1097 


grams of necessity must be geared to the mass audiences. The adver- 
tiser can afford to present programs which appeal to the lowest com- 
mon denominator of the mass audience, and which eschew any contro- 
versial topics which might offend the sensibilities of any portion of 
the audience. For wounded sensibilities mean not only a loss of audi- 
ence, but what is more important to the sponsor, a transfer of irritation 
to the sponsor and his wares. The advertiser, as a matter of business 
economics, cannot afford to risk a program or a scene in a program 
which may irritate even a small portion of the audience, thus repelling 
rather than attracting customers. He has no choice, therefore, but to 
play it safe. 

Each program must be carefully scrutinized to make sure that it will 
appeal to all people and that nothing in it will be considered contro- 
versial by any group. If there bea doubt, the doubt must be resolved 
in favor of exclusion rather than inclusion. This may be a fine dictum 
for the sponsor. It means an impossible obstacle to truly mature and 
artistic creativity. 

The problem of presenting quality programs on television is compli- 
cated by the fact that almost all of the top TV network advertisers sell 
a variety of products—some appeal to men, some to women, and some 
to children. In this area of merchandising the product name is more 
important than the manufacturer’s name. A variety of programs are 
required to push a variety of products. Thus, to sell Supersuds to 
women, Colgate chooses a daytime ene while a nighttime vehicle 
is used to encourage men to use Palmolive shaving cream. Similarly 
Gillette sells razor blades with the boxing matches at night, and Toni 
permanent waves in the daytime. 

A great deal of this type of advertising depends upon repeated im- 
pressions for effectiveness. Thus, rather than splurge upon a high- 
budget, mass-appeal production, the advertiser will turn to a series of 
low-cost daytime soap operas where repetition of the sales message is 
more effective than a single high-cost promotion. For example, in 
1954 Procter & Gamble ran 22 programs, including such fare as 
Welcome Travelers, The Seeking Heart and Three Steps to Heaven. 
Out of $31 million total TV network advertising expenditures by 
Procter & Gamble in 1954, about $23 million went for daytime pro- 
grams, and about $8 million for nighttime programs. This pattern 
was repeated by other advertisers with the same sales objectives. 

The second effect of television being dependent solely upon advertis- 
ing revenues, is that educational programs, artistic programs, opera, 
good music, and other programs of high cultural value can get an air- 
ing only on a sustaining basis. The availability of such programs 
depends upon the willingness and ability of stations to present these 
programs on a sustaining basis. The station operator must not only 
be willing to forego commercial revenue in order to carry these sustain- 
ing programs, but in addition he must be willing and able to pay some 
of the expenses involved in presenting the programs—expenses which 
are borne by the sponsor in the case of commercial programs. 


Moreover, the availability of such programs depends upon the exist- 
ence of opera companies, symphony orchestras, repertory theaters, and 
so forth. Even in the largest cities these nonprofit organizations have 
great difficulties in supporting themselves. With television grounded 
upon advertiser support only, no vehicle exists for enabling the large 
television audience to contribute to the support of these nonprofit 
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organizations. The advertisers cannot underwrite these programs, 
because their appeal is not broad enough on a cost per home basis to 
justify the expenditures. The viewer cannot help, because there is no 
means to elicit that help. 

A third consequence is that the viewer is in no position to improve 
his lot. In the nonbroadcast world, if his tastes are not satisfied by 
the movie in the neighborhood theater, he can, by paying more money, 
go to an art theater, the legitimate theater, opera, concert, and so forth. 
His choice is bounded only by his taste and his pocketbook. In tele- 
vision he has no such choice. No matter what his taste; no matter 
what he is willing to pay; he can receive only what the advertiser can 
afford to bring him; he must accept the type of entertainment which 
can be bought for 114 cents per half hour per home and which is accept- 
able to the mass audience. 

The opponents of pay TV argue that the public gets what it wants 
on sponsored television. I agree that the public gets many fine pro- 
grams on television and I want the public to continue receiving those 
prosrams. However, there are many fine high-caliber programs 
which sponsored television cannot possibly afford to bring in television. 
What we seek is simply to give the public an opportunity to indicate 
whether they desire to have such programs by paying for them. We 
do not seek a monopoly. We are happy to compete with sponsored 
television for audience, with the full knowledge that our entry in the 
field will spur sponsored television to produce better and better pro- 
grams so that the audience will stay tuned to sponsored programs 
rather than tuned to a program for which a charge will be made. In 
turn, this competition will spur us on to produce distinctive programs 
for which the public will be happy to pay. Obviously, the public will 
not pay for a program if equal or superior fare is available without 
charge on a sponsored program. The competition between the two 
types of television will benefit the public. 

The point has been made that pay television probably will domi- 
nate and drive out sponsored television. For two reasons I doubt that 
such a development is possible. The first one is that in New York City, 
for example, there are approximately 35,000 hours per year of free 
television. 

The total of all of the programs, which, it seems to me, the public 
might be charged for should not exceed more than 2,000 hours per year 
at a maximum. Secondly, it should be remembered that the gross 
film rentals paid to producers in the United States is only about $400 
million per year. This $400 million, with the revenues from admissions 
for legitimate theater, baseball, football, and boxing, probably do 
not exceed $600 million per year. Thus, there are certain economic 
limitations on the product available for pay television. It should be 
emphasized that these revenues appear relatively small compared with 
the public investment, particularly when it is considered that receiving 
sets become obsolete or must be replaced every 5 years or so. 

Thus far, I have discussed in general terms the type of programs 
which pay TV can make available to the public on a regular basis. 
Let me now be more specific. 
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NEW MOVIES 


Among the most important types of entertainment which could 
become available at home to the T'V public if the financial base of TV 
broadcasting is broadened through pay TV are current motion pic- 
tures of high quality. Just « word as to why these are not now 
available—except on an irregular basis. 

The Motion Picture and TV Almanac estimates the average cost 
per feature film in 1953 at about $900,000. In fact, the cost range 
varies widely—roughly from a minimum of $300,000 per picture to a 
maximum in excess of $6 million per picture. When television-station 
time charges are added the cost in increased by another $100,000. 
Assuming the $900,000 average cost plus $100,000 time charges, the 
total cost to the advertiser under sponsored TV would be about $1 
million—a cost nearly 3 times the cost of the single most expensive 
TV show in 1954—Producers Showcase. 

For a single firm to undertake to bring to the public 52 current 
average cost movies per year at the rate of 1 per week would involve 
an expenditure exceeding the combined TV expenditure in 1954 of 
the 2 latenih TV advertisers, Colgate and Proctor & Gamble, who, in 


1954, presented 31 different and separate programs conveying their 
sales messages many times weekly. The impracticality of presenting 
current motion pictures by sponsored TV is obvious. But what would 
happen under pay-as-you-see television ? 

From data collected by Telemeter it is estimated that average 
feature films could be presented on pay TV at a price range, aided 
ing on the number of sets tuned in, of 25 to 40 cents; good class A 


features at a price range of 30 to 60 cents; and exceptionally expensive 
films at a price of 55 cents to $1.20. With these price ranges, based 
upon the number of sets tuned in varying from 10 to 25 million, 
pay TV could produce the $2 million required to meet the producers’ 
and distributors’ costs for an average feature, the $4 million required 
for a good class A feature and the $10 million required for the excep- 
tional film—costs that are obviously prohibitive under today’s system 
of advertiser-sponsored television. 

I can almost hear the proponents of status quo ask, “But what about 
Richard III? Did not this magnificent spectacle appear on spon- 
sored television?” Of course, it did, and a well-deserved tribute to 
the television industry for this noteworthy event. My answer, how- 
ever, to Richard IIT is that it is a noteworthy event not only because 
of the quality of the program but also because it is exceptional. Spon- 
sored television can afford this kind of luxury only at rare intervals. 

In pay TV, high quality feature films will be a regular occurrence. 
My company is willing to invest substantial sums of money in bringing 
such programs to the television audience willing to pay for them. Our 
decision is based upon our opinion that sponsored television is not set 
up to do the job. If we are wrong—if sponsored television is able to 
bring pictures like Richard III to the public on a regular basis— 
obviously we are going to lose a lot of money. We are willing to take 
that risk. If we are right, the public will be the gainer. If we are 
wrong, our company will be the loser. If our management and stock- 
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holders are willing to take this risk, why should our opponents be 
concerned ? 
STAGE PRESENTATIONS 


Pay TV could also bring at a reasonable cost legitimate theater and 
Broadway shows to a larger audience than now has the opportunity 
of seeing them. Relatively few people can see such presentations un- 
der present arrangements and facilities. 

Typical costs for musicals—normally the most expensive types of 
Broadway productions—are about $250,000 and range from a low of 
about $200,000 to as high as $350,000; $350,000 to $500,000 may be 
taken as a very nang range for the cost of purchasing many Broad- 
way presentations after a reasonablerun. Total adaptation costs may 
run up to about $150,000. The time charges for a 214-hour musical 
would normally be covered by about $200,000. Thus, the costs of 
putting a Broadway presentation on TV might frequently run from 
$700,000 to $850,000—a financial undertaking which advertisers would 
only rarely assume. 

By comparison, pay TV would find the Broadway show an economic 
“shoo-in.” If about 8 million sets in use, or about one-quarter of the 
present total number of sets in use were tuned in, these costs would 
amount to about 9 or 10 cents per set; if 16 million sets tuned in, they 
would be about 4 or 5 cents per set. With an allowance for admin- 
istrative and collection charges and profits, the total price required per 
set for pay TV might be about 30 cents to 40 cents. This compares 
with an admission price range of $4 to $9 for seeing most such pres- 
entations on the stage. 

OPERA 


While it is difficult to gage the extent of popular interest in opera, 
pay TV certainly would offer an opportunity for the presentation of 
opera to broader audiences than at present. An estimated 70,000 
people paid up to $7 per seat for the theater-telecast of the opening of 
the Metropolitan Opera in 1954. 

During the 1953-54 season, two 114-hour operas were telecast on 
Omnibus. Total program costs of these Sunday afternoon operas 
were $65,000 each, including costs, among others, of adaptation, stag- 
ing, and a small fee to the Metropolitan Opera. Time charges for 
Omnibus programs are $70,000, making a total cost of about $135,000. 
If the operas had been telecast during the most favorable TV times, 
the time charges would have been about $115,000. Total time and 
program costs under such cirqumstances would have been about 
$180,000. 

While Omnibus presented these two operas at no direct charge to 
the public, there has been no regular presentation of opera on spon- 
sored TV. ‘The number of sets tuned in on Omnibus ranges from 
about 214 million to 314 million. If 1 million sets were to tune in 
regularly on a pay TV presentation of opera, a price of only 25 to 30 
cents per set would make regular presentations economically possible. 


SPORTS 


Pay TV could bring into millions of homes the fights and football 
games which are now being restricted to theater TV with limited 
audience. It could insure home TV against the further loss of other 
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sporting events to theater TV. By making available an alternate 
source of revenue to producers of sporting events whose attendance is 
being hurt by sponsored TV, it could prevent many sporting events 
from going off TV altogether, and bring new additional sporting 
events to the TV screen. 

Attendance at major league baseball parks in recent years has de- 
clined. Sponsored TV is generally believed to be one of the major 
factors behind this decline. i 

Minor league attendance has slumped still more and minor leagues 
have been steadily reduced in number since 1946. Reflecting concern 
with the effect of TV, the major league teams in some cases limit the 
number of games they will permit to be telecast while playing at 
home. 

By providing an additional source of revenue, pay TV can 
strengthen the financial base of baseball and reduce the necessity of 
limiting TV baseball presentations that compete with the normal 
gate. For example, the total Washington attendance in 1954 was 
about 500,000, or an average of about 7,000 per game (counting double- 
headers as one game), at admission charges ranging from 75 cents to 
$2.50. There are approximately 650,000 TV sets in the Washington 
area. If the Washington club could obtain an average of 15 cents 
net per set tuned in, it would need to reach only about 10 to 12 percent 
of the total sets in the area in order to recoup from pay-as-you-see TV 
as much as it ordinarily takes in at the box office. 

In 1953 and 1954, the Notre Dame football games were shown only 
on theater TV and not on home TV. They were available in only 
about 10 theaters. There have been agreements by college athletic 
authorities not to show their games in certain areas in order not to 
curtail the gate of other institutions. There are various local black- 
outs on the games that are presented on home TV, both professional 
and college. 

The fact that most football games are of regional rather than na- 
tional interest has often meant that the advertiser is not willing to pay 
enough to compensate for the loss of revenue at the gate. But while 
the interest in many football games is local it is often intense. With 
pay TV, substantial numbers of viewers would be willing to pay higher 
prices per set than the advertiser pays. This additional revenue would 
alter the balance between the yield from TV and the loss in gate rev- 
enues, making it possible to give the public a wider range of TV foot- 
ball entertainment. 

Even the world series, which from the outset has been a mainstay 
of sponsored television, shows signs of unrest so far as home audi- 
ences are concerned. It has been economically feasible for sponsored 
television to underwrite the world series largely because a long- 
term contract fixed the cost at the extremely low devas of $1 million 
per year. This is the last year of that contract. All indications to 
date are that the cost will jump to at least $3 million per year. Tele- 
vision Digest for April 7, 1956, reports that Gillette—the perennial 
sponsor of the series—does not feel justified in underwriting this 
heavy cost. According to the news account: 

Gillette this week informed NBC-TV it’s not interested in paying $3 million 
for sponsorship of world series when new contract is negotiated starting in 1957. 


Baseball commissioner’s office, at behest of players (who will get 60 percent of 
world series TV receipts), reportedly is seeking $3 million per year for the 
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rights. NBC spokesman said it was extremely doubtful that it would bid for 
rights at that price—especially in view of Gillette’s position. 

What are the alternatives? The world series may disappear en- 
tirely from home television and be available only in theaters, or or- 
ganized baseball will have to cut the price to a point where sponsors 
can afford to underwrite the costs—thus depriving the baseball play- 
ers’ pension fund of sorely needed revenue. Neither alternative is 
pleasant. Pay TV offers a happier solution. Through pay TV the 
world series can be assured for home television and the players’ 
fund can receive the $3 million per year if organized baseball receives 
as little as 8 cents per set per game—assuming a 4-game series and 10 
million fans per game. 

EDUCATION 


Pay TV can create a situation in which the potentialities of TV 
as an educational medium would be far more fully exploited than at 
present. There is a need for programs which are avowedly and sys- 
tematically educational. Sponsored television cannot adequately dis- 
charge this obligation because the potential audience is small. Pay 
TV could increase the number of such programs and provide addi- 
tional educational opportunities at reasonable cost to people, such as 
housewives, who are not ordinarily in a position to pursue educational 
objectives. 

The interest of the United States public in education is clear. About 
$10 to $12 billion are spent on direct education every year. There isa 
large interest in adult education; it has been estimated that over 5 
million Americans are enrolled in adult education courses of one sort 
or another; there are about 650,000 adults in private correspondence 
school courses. 

Pay TV offers many educational possibilities. There might be high 
school or college courses offered on television with or without credit; 
the Pittsburgh educational TV station is currently working on a TV 
high school course. Correspondence schools might use TV either to 
give separate courses or as an adjunct to regular courses. Or stations 
and networks might present courses ranging from Shakespeare read- 
ings to how to dance, automobile mechanics, child psychology, and 
other subjects. 

The FCC has made 251 channel assignments for “noncommercial 
educational TV stations.” Up to March 28, 1956, the Commission 
had granted construction permits for only 38 noncommercial educa- 
tionel TV stations: at that time only 19 educational TV stations were 
on the air. The precise pattern that educational TV programs will 
take as between educational TV stations, ordinary Seeahetehioiee, and 
networks is impossible to predict. But just as it will tend to increase 
edneational nrograms, pay TV will tend to increase the number of 
educational TV stations. 

These are examples of the benefits to the viewing public from pay-as- 
you-see television in terms of programing. Given the economic ability 
to produce, there is literally no limit to the imaginative and creative 
ability of America’s entertainment industry. With the broadening of 
the economic base provided by pay TV, “spectacular” can become 
descriptive of the average rather than the best. 





TELEVISION INQUIRY 1103 


NEW TELEVISION STATIONS 


Under sponsored television there are today fewer than 450 commer- 
cial television stations and it is exceedingly difficult to see how there 
can ever be more than 600 television stations so long as their sole 
support must come from advertising revenues. This is not my pessi- 
mistic prediction. My authority for this is probably the most vocal 
opponent of pay television—Dr. Frank Stanton, of Columbia Broad- 
casting System. CBS has submitted to the FCC a detailed study 
which shows that even if we were not troubled by incompatible VHF 
channels—even if all channels were compatible VHF channels—spon- 
sored television cannot support more than 588 stations in the entire 
country. CBS is doubtful even as to this figure. It describes its esti- 
mates as “conservative” and that the results are likely, if anything, 
to be lower. 

How does CBS arrive at these figures? It obtained figures from 
the FCC which enabled it to estimate the minimum revenue necessary 
to support television stations in 1-, 2-, 3-, and 4-station markets, respec- 
tively. These figures—stated on the low side—are $200,000 per year 
for 1-station markets, $300,000 for 2-station markets, $400,000 for 
3-station markets, and $500,000 for 4-station markets. 

Next, CBS made a study for the years 1951-54 to ascertain the total 
advertising expenditures per TV home for each year. The figures— 
which according to CBS do not fluctuate materially from year to 
year—show a high of $16 expenditure per TV home for 3- or 4-station 
markets, with correspondingly lower figures for 1- and 2-station mar- 
kets. The average for the entire country is $11 or $12 per TV home. 
Correcting this to total homes, on the assumption of 90-percent tele- 
vision saturation, the following interesting statistics emerge. We are 
reproducing them exactly as CBS presented them: 


TABLE 3 


4station | 3-station | 2-station 1-station Total 
markets markets markets markets 


Minimum revenues per station 
Minimum TV homes per market 
Minimum total homes per market 
Number of markets 

Number of stations 


A truly gloomy picture emerges. Whereas the FCC allocated some 
1,800 channels to about 1,300 communities, CBS states that under 
sponsored television we cannot look forward to more than 588 stations 
in 217 markets. All the high hopes of communities for their own 
hometown stations are bound to be frustrated if economic support 
can come only from advertising. Not a very pretty picture—except 
for CBS and NBC, who do very well under this system since their 
revenue comes principally from sales in the top 100 markets. 

This fate need not befall television. If pay television is authorized, 
a new and supplemental income becomes available to help carry the 
load. Based upon the figures set forth in table 3, it is apparent that 
the 20,000 homes in the 1-station market would need to pay for sub- 
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scription programs less than $1 per month to produce the $200,000 
minimum revenue required to support the station. In the 2-station 
market, the 45,000 homes would need to contribute only slightly over 
$1 per month to produce the minimum revenue necessary to support 
both stations. ‘The sum of $1.34 per month from the 75,000 homes 
in the 3-station market and from the 125,000 homes in the 4-station 
market would produce the $1,200,000 and $2 million minimum revenues 
necessary for all of the stations in those markets. 

Is the public willing to expend these sums for pay TV? Telemeter’s 
experience indicates that these sums are a small fraction of what the 
public is willing to pay for superior programing. 

Surveys in Palm Springs (where Telemeter conducted a pay-tele- 
vision experiment) and elsewhere indicate that viewers individually 
are willing to pay for high-quality programs presented without com- 
mercials. The Palm Springs survey indicates that the average sub- 
scriber to pay TV is willing to spend directly on TV entertainment 
about $1.50 to $2 per week, or roughly, $75 to $100 per year. 

Sums of this magnitude can be obtained without using more than 
a small portion of the total hours available for TV broadcasting. Of 
the 126 hours during which a typical TV station is on the air per 
week, only 8 hours at an average charge of 25 cents an hour would 
be required to bring in from the average family a return of $2 per 
week or roughly $100 per year. 

Using this figure, it is seen that 2,000 rather than 20,000 TV homes 
per market, as estimated by CBS, could produce the minimum revenue 
to support a station in a 1-station market; 6,000 rather than 45,000 
TV homes could produce the minimum revenue for both stations in 
the 2-station inact 12,000 TV homes instead of 75,000 could pro- 
duce the minimum revenues necessary for the 3-station market; and 
only 20,000 TV homes rather than 125,000 would be required to produce 
the minimum revenue for the 4-station market. 

Imagine how our television horizons can be expanded with the ad- 
ditional support from pay television. Communities of 10,000 to 15,000 
could look forward to their own television station just as they have 
their own radio station. The 1,800 television stations envisaged by 
the FCC need no longer be a mirage. It can come true: 

We are not. so naive as to believe that all of the revenue derived from 
pay TV would go to the station. Some of it must go for program costs 
and for administrative expenses. But, as we pointed out, these figures 
are based upon only 8 hours per week of programing. If pay TV con- 
sumed as little as 15 percent of the station’s time, more than 18 hours 
per week would be available to help the station meet its operating ex- 
penses. Moreover, the bulk of the time would still be available for 
sponsorship, and revenue could be expected from this source. The fact 
that the public would pay for some programs would not detract from 
television’s effectiveness as an advertising medium. The New York 
Times is an effective advertising medium, even though the reader must 
buy it. There is no reason why television should be any different. 

‘he pattern most likely to prevail is that pay TV will concentrate 
where it has its greatest relative strength, that is, on a relatively few 
high-quality or special audience-appeal programs occupying a rela- 
tively small portion of the total TV airtime. Advertisers, on the other 
hand, will concentrate where they in turn are strongest; that is, on 
programs for low per-viewer cost that will convey advertising mes- 
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sages with frequency and effectiveness and that will take up the bulk 
of viewer time. The composite would be a more varied, wider range 
of programs for the public to view. 

Exactly how much aggregate revenue pay-as-you-see TV might pro- 
duce cannot be forecast with accuracy. However, on the modest as- 
sumption that by 1960 only 25 percent of TV households will have 
installed pay TV and spend an average of $1 per week on it, the aggre- 
gate revenue would be about $600 million. On the high assumption 
that 90 percent of TV households will have installed pay TV and 
spend about $2.50 per week on it, the aggregate return would be over 
$5 billion. For 1965 the low figure is $700 million and the high figure 
is over $6 billion. 

NEW HORIZONS IN TELEVISION 


This new source of income should open up new horizons for televi- 
sion broadcasting. No longer need television be confined to some 200 
markets, as CBS admits will happen under sponsored television. Com- 
munities which are capable of suporting their own radio stations or 
local newspapers will be able to have their own television stations. 
Medium-size communities will be able to have 3 or 4 stations instead 
of 1 under sponsored television. And large metropolitan areas should 
be able to support 10 or more stations. 

The new source of revenue will also help immeasurably in the solu- 
tion of a vexing problem which has been plaguing the FCC and this 
committee for several years. I refer, of course, to UHF. Now that 
the FCC has been finally and unequivocally advised that it cannot 
expect any new VHF channels for television, it must find a way to 
made UHF work lest television find itself forever confined to 12 
channels. Pay TV offers the most hopeful solution to this problem. 
The reason is simple. The many witnesses who have appeared before 
you have all been in agreement on the following facts as to UHF: 

One, there are no technical reasons why UHF service should not 
succeed. 

Two, the problems plaguing UHF are incompatibility—that is, all 
television sets sold before 1952 were VHF only. A fairly substan- 
tial expenditure is required to enable VHF sets to receive UHF 
signals, 

Three, where most of the popular programs are available on VHF 
stations, the public will not convert. Where many of the popular 
programs are available on UHF only, the public will convert. 

This is where pay TV comes in. Many popular programs are going 
to be available only on the pay TV channel. No television set in 
existence today, whether VHF or UHF, can receive these pay TV 
programs without having some modification in the set. Thus, VHF 
stations start out at the same point as VHF stations. The supplier 
of pay programs will not have the predilection to deal with VHF 
stations that the networks do because those stations will not have a 
headstart in circulation. Similarly, the prejudice which now exists 
on Madison Avenue against UHF stations will not carry over to sup- 
pliers of pay TV programs. Both classes of stations thus start out 
even. That is all the UHF stations have ever sought. Pay TV gives 
them that opportunity. No one has yet found a way for sponsored 
television to meet this challenge. 

Pay TV also offers a new-found freedom to all television stations. 
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Under sponsored television the television networks are the prin- 
cipal sources of popular programs. In most instances it is sheer 
economic folly for stations to attempt to operate unless they can 
secure a network affiliation. A network affiliation is the difference 
between success and failure, and the stations know it. These stations 
must therefore stay on good terms with the networks and do their 
bidding. If they displease the networks, the stations can lose their 
affiliation and find themselves without program sources. 

With pay TV the picture will change. No longer will program 
sources be confined to the networks. All of the creative sources will 
be producing programs for television. With a dozen sources from 
which to choose programs rather than the present 2 or 3, stations will 
have a new freedom. They can then program their stations to meet 
the needs of their communities rather than delegate programing re- 
sponsibility to network officials in New York. 

Our counsel have advised us that no legislative amendments to the 
Communications Act are necessary to permit or empower the Com- 
mission to authorize pay-as-you see television. I am not a lawyer and 
I will not attempt to detail our counsel’s reasoning and conclusions. 
These are set forth in detail in Telemeter’s comments in FCC Docket 
11279. What then does Telemeter want from your committee and 
the Congress ? 

All that we ask is an immediate and forthright declaration from you 
that the Commission should take immediate steps to give pay-as-you- 
see television a chance; that the Commission should place no artificial 
barriers in its path and no artificial restrictions upon its use; and that 
the air waves should be freely available to those entrepreneurs who are 
willing to risk the substantial sums of money that will be entailed in 
producing and distributing pay-as-you-see equipment and the superior 
programing which it will make possible. 

Not so long ago the Reader’s Digest decided to make a major shift 
in its policy by accepting advertising. Up to then its sole support was 
what subscribers paid for the magazine. Also not so long ago the 
publishers of magazines which are available in food stores decided to 
charge for their magazines, which up to then had been free to the 
customers—the costs were borne by advertising. These organizations 
did not have to engage in speculation with Government agencies as to 
whether these changes would increase or decrease circulation or would 
aid or impair competitive publications. These companies were per- 
mitted to risk their money and let the public decide whether the de- 
cision was wise or foolish. That is the Kiptricns way. All we seek is 
the same opportunity. Let the public decide whether they want to 
pay for television programs. 

Senator Brste. There is one more witness to be heard. I cannot be 
here as early as 2. I can be here at 3. There is a possibility that some 
other member of the committee might be available at an earlier time. 
I think in order to be safe we ought to stand in recess until 3 o’clock. 

(Whereupon, at 12:25 p. m., a recess was taken until 3 p. m. of the 
same day.) 


AFTERNOON SESSION 


Senator Brste. The committee will come to order, please. When 
we recessed this morning, we had one further witness to be heard, 
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Mr. Ray Kohn, of Allentown, Pa. We are happy to have you with 
us, Mr. Kohn. You may proceed. 
Mr. Konn. Thank you, Mr. Chairman. 


STATEMENT OF RAY KOHN, OF ALLENTOWN, PA. 


Mr. Koun. Mr. Chairman, after your remark about the volume of 
one of the witnesses this morning, these are exhibits in here and not a 
written statement. So the volume is nowhere near as long in wording 
as it might seem. 

Senator Brix. Proceed, in your own manner, with the interest of 
time in mind, as well. 

Mr. Koun. I have no written statement. I am speaking from 
notes. 

Senator Bratz. Very well. 

Mr. Koun. And I would really appreciate it if I get hung up—I 
am not a professional witness—and if I get hung up, if there is a con- 
venient question that counsel can ask, I would appreciate it. 

Senator Breiz. It is most refreshing to find someone who is not a 
professional witness. You ought to do very well. 

Mr. Koun. You have found one, sir. 

My name is Raymond F. Kohn, and I am president and general 
manager of the Penn-Allen Broadcasting Co., of Allentown, Pa. 
Penn-Allen is the licensee of an exclusively FM station, WFMZ, and 
the construction permittee of WFMZ-TV. That construction per- 
mit—we did build and we went on the air with our station. However, 
it was suspended with the permission of the FCC and our CP kept in 
force. It was suspended last April 15 of 1955. We had been on 
the air approximately 414 months. 

I would at this time like to identify my colleagues who are here 
with me to help me with the exhibits. Horace W. Gross, of Allen- 
town, who is a member of our board of directors and who is re- 
sponsible for the artwork on our exhibits; and my brother, Earl 
Kohn, of Washington, who is also a member of my board of directors. 

Senator Brste. We are very happy to have both of you with us. 
You may proceed. 

Mr. Koun. I have been in this chair before—in fact, 2 years ago 
under the subcommittee of this committee; Senator Potter was chair- 
man at that time, and we presented exhibits similar to these, but 
with a different objective in mind. At that time we felt, and still 
feel today, that this is a television hearing and therefore the com- 
mittee ought to have some pictures to look at. 

Senator Brste. I think they are helpful. 

Mr. Koun. So we have gone quite extensively into giving picture 
stories of this problem as we have seen it. 1 would like to men- 
tion right here at the outset, also, that the cost of reproducing these 
exhibits and the preparing of them is being borne by one of the 
proponents of subscription TV. We could not afford it ourselves. 
Two years ago we did it at our own expense. Frankly, after our 
demise in UHF broadcasting, we could not appear here and go to the 
expense that we did 2 years ago. However, our exhibits are our 
own. Our thoughts are our own, and everything we say here repre- 
sents my company’s viewpoint and no one else’s. 

75589—56—pt. 8——5 
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The reason why we are here is because my company is in agreement 
with the present proposal made by the proponents some months ago, 
that subscription TV be given a trial for HF stations that are in 
distress. In that regard, a year ago in June Penn-Allen presented to 
the Commission in a formal petition which I have here in my hand, 
and if by reference it could be incorporated—— 

Senator Bree. It may be incorporated by reference into the record, 
and will be retained in the committee’s files. 

Mr. Koun. Showing a detailed analysis of what subscription TV 
means to an individual market, an individual station, how it would 
be put on, how much revenues and so forth—and I will show that in 
much briefer form than this in one of the exhibits we will show to- 
day. But at that time we felt—in fact, it was when the NARTB was 
meeting in Washington last year—that everybody was talking about 
subscription TV—voluminous documents, propaganda back and forth, 
arguments—but nobody had any real facts. 

Nobody knew whether the public would take to this or not. Nobody 
knew whether it was in the public’s interest because you cannot deter- 
mine that until there is some way for the public to judge whether or 
not it is in the public interest. The second thing, is it going to be 
successful? Well, nobody knows whether this is the answer to the 
UHF problem, but it can be, it may well be, and if it is we are in favor 
of it. We can frankly say we do not know whether we are in favor of 
subscription TV but we will know after it has been given a fair trial, 
and I think a great many companies and my colleagues in the broad- 
cast industry are in that same position. They don’t know whether 
this is a Frankenstein or whether it is a savior, as far as that is con- 
cerned, and we are surprised that those opponents of the system have 
already made up their minds it is a Frankenstein that is going to 
destroy practically everything we know in civilization today. 

I would like to say that since I sat in this chair before, 2 years ago, 
that we speak from more experience now because we have had a com- 
munity television station on the air. At that time, we did not have 
one onthe air. We were constructing at that time, and we have known 
what that thrill is of putting a community television on the air, in a 
local market—a local station, no network; everything was of our own 
making in the way of programing and what film we were able to 
purchase. 

Senator Bratz. This is Allentown, is it? 

Mr. Koun. Allentown, Pa.; yes, sir. It is not a small community. 
The population is 106,000 by the 1950 census, but it is a three-city 
market—Allentown, Bethlehem, and Easton, as you can see on the 
exhibit. 

There are half a million people that live within the circle encom- 
passed by our signal when we were on the air with television, and the 
fact that we were not able to make it with a half million I do not think 
bodes well for a great many communities that cannot possibly have 
that many people. However, we hope to prove, before our testimony 
is over here, that there may be a chance even beyond our realization 
now to get what everybody foremost here, and in fact for the past 2 
years, has been trying to get, and that is the solution to a nationwide 
system that will utilize at least a far greater number of the television 
channels than are now presently operating. 

I think there is a etl pousibility of that if this thing is given a try. 
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We had the thrill of opening a station, but I will admit here that the 
night that we closed down our station that I watched a lot of young 
people—grown men and women—with the tears running down their 
cheeks, because that signal had to go off the air. That is my own 
staff and quite a number of people we worked with in the community 
that came up to bid us farewell, hoping we would get back on the air 
somehow. We think there is something singularly peculiar about 
serving the public. Anybody that has the responsibility of a television 
license, or for that matter anybody in the chair, including a Senate 
chair, knows when he is serving the public, and when he is not. Those 
most on the defensive are the ones that certainly have something to be 
defensive about. 

It would be possible for us to be entirely bitter at this point because 
we went through this whole thing in the last 10 years in an exclusive 
FM broadcast station. It does not take too much for me to remember 
vividly the wild acclaim given to FM back in 1946—1945 and 1946— 
as soon as the war was over. Here was a brandnew type of broadcast- 
ing, far superior to the present standard aural service that was being 
given, and we believed that, because many of us who started this com- 
pany used it during the war and we knew the technical difference and 
superiority. FM isstill head and shoulders technically above any AM 
service being rendered the public. We have lived by—I don’t know 
how to word it, but we used to joke up in our studios that we heated 
the place with the sheriff’s breath for about 8 years, as far as the FM 
operation was concerned. 

Now, I might mention that our interest in television is not new or 
confined to our UHF application 2 years ago. In 1948, when tele- 
vision was first opened under the Third Report, there was 1 VHF 
channel allocated to Allentown-Bethlehem-Easton, just 1 VHF chan- 
nel for that whole populous area. We were one of those who con- 
tested for that channel. We have no one behind us in the way of a 
manufacturer or manufacturing concern or newspaper or an AM sta- 
tion. All of our money was raised by ourselves among the people of 
our community to finance the venture. They did it in 1948, and we 
went through complete hearings before the Federal Communications 
Commission, battling 2 newspapers and the Philco Radio Corp., and 
if we had had a couple more months we would have had a V in Allen- 
town right now, but the freeze went in before an initial discussion 
was handed down. 

However, we cannot kick at that, and at that time, our attorney 
in Washington wanted to know if we wanted to fight changing the 
channel to UHF, and I say this without any sense of self-service that 
we believed then, and we believe today, that 4 channels in the Allen- 
town-Bethlehem-Easton area of a half million people are better than 
just 1 V that would be available there. 

We did not fight the moving of that 1 VHF channel over to Lan- 
caster. In our statement 2 years ago we based every bit of our empha- 
sis upon the need for local expression and its rightful emphasis in this 
whole question. Our position has not changed. I would like to make a 
short quotation from our testimony of 2 years ago before the Potter 
committee : 

Before we present what we believe is a sound and workable approach to the 
UHF dilemma we would like to bring out brieflv and emphasize with all the 


vigor at our command one aspect of this problem that in our opinion should have 
precedence over all other considerations. It has been touched upon in other testi- 
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mony but has not yet been given the emphasis it so surely deserves. We refer 
now to the 2 words “local expression.” We think it pertinent, but not material to 
this controversy who utilizes what channels, but that all channels necessary to a 
pationwide truly competitive system be utilized. To achieve this objective, a fair 
and proper climate must be provided so that television on the local level shall 
have a reasonable chance to grow in all communities across this Nation wherever 
the economic soil is rich enough to nurture it. 

Our position is the same today, only emphasized a thousand times 
over by our experience of operating a community television station 
which, we think, bore out what we said before we went on the air 
and told the Commission we would do in this matter of bringing out 
local expression with our local live programing in our community. 

We think that the unused and abandoned TV channels constitute, 
right now, the greatest and most tragic waste of one of the most im- 
portant natural resources that exists in this country today. It is just 
one man’s opinion, but I think that the decisions that are made today 
by those in responsibility to make them have as great an influence on 
the social and political development of this country as some of the 
things that have happened in the past, like the industrial revolution. 
We are dealing now with communities, and the tremendous impact 
on tomorrow will be decided, in some part for sure, by the decisions 
that are made by the Federal Communication Commission, and what- 
ever recommendations this committee makes to them. 

I think it is almost impossible to visualize the difference between 
1,500 television stations across this country, and 4 or 5 hundred, as 
to its impact for the good of the country or the evil of the country. 
We know what the telephone itself did as far as the social behavior 
of our people is concerned, bringing them together. Now, we have 
sight and sound together, and it is just a logical extension of the radio 
service which has developed to a great degree in this country, where 
you find that there is a lot of local expression and many of the local 
people get before radio that will never have the opportunity to get 
on television. 

Now, in order to show our belief and our sincerity in these two 
words “local expression,” we have prepared an exhibit, and that 
exhibit is Exhibit A ? which is the first exhibit in our folder. It is 
not a map exhibit. We prepared this for the benefit of the committee, 
who may never have had a detailed look at the possibility of what a 
local station can do in the matter of presenting local programs, and 
the type of programs that exemplify oie we mean by local expression. 
In this exhibit we have taken just one 2-hour show which, with FM, 
is put on the air every night from 7 o’clock in the evening until 9. 

eedless to say, if we had network we would have had a hard time 
getting those 2 hours in there, but we did not, and the fact that we 
<lid not have a network did not keep us from going on the air. Maybe 
we were stubborn or maybe we were foolish, or both, but we think 
we have now proven something, at least to ourselves, and I hope in 
some way in some small] measure I can prove it to this committee. 
_In this exhibit everyone of the people that you see here, and the 
civic organizations and the features, the hobbies, the occupations, the 
special events, the medical societies, the red-feather agency—77 hours 


*This exhibit and others referred to by the wi 
— starting at p. 1 y tness are set forth at the end of his 
e record, 


t 
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are represented in educational oneneien alone in that 2 hours every 
night on WFMS-TV. In addition to that, we have listed here— 
none of these people, of course, does anyone know, with the possible 
exception of Gene Autry and a few other celebrities that came to town 
that we, of course, got on the air. But we think wrapped up in hav- 
ing these people come and tell their stories and show their talent in 
front of our cameras did more for Allentown than certainly the Phila- 
delphia stations—were of more worth to it than the Philadelphia 
network programs that are now servicing Allentown. And there is no 
television station in Allentown now doing this sort of thing. The 
logical question arises—before I go into that, though, if you will turn 
to page 7 of this exhibit A, and just break down in that 4144 months 
of programing, you will see that we had 77 hours of educational fea- 
tures and 123 hours of entertainment on this 7 to 9 show. 

Now, the most surprising thing, and it will be a surprise, I think, 
to a lot of our colleagues, because I have certainly read the testimony 
of those—I have tried to keep conscientiously up with it, and I have 
sat here for many days listening to broadcasters saying that you have 
to have network programing to make a station po. I was very much 
impressed with the testimony of Mr. Moore of Los Angeles who, in a 
big market, testified that local live programing certainly was salable 
programing, that it could be successful that way and it can compete 
against network programs. We think we showed that, because this 
2 hours in the evening, even though it contained a tremendous amount 
of educational features in it, was our most salable program during 
the entire broadcast schedule. 

Thirty-six percent of the revenue—in those 4 months we billed some 
$21,000 in round numbers—and 36 percent of that revenue, the spot 
announcements, were placed on this 2-hour show every night. Even 
public service can pay off, and I am not against having public service 
pay its own way, if you can do a good job of it, and at the same time 
I think it bodes well for your advertisers. 

Mr. Cox. Was this local advertising # 

Mr. Koun. Yes, with one exception; we have one national account 
in that respect. 

Mr. Cox. Do you have any idea what rate of viewership you achieved 
with this? 

Mr. Koun. Only insofar as there was enough talk around the time 
that the merchants asked to have their announcements placed in that 
period, and strangely enough, even though we were about 56 percent 
local live of our entire schedule—we believed in it wholeheartedly ; 
and in fact we started out with more film, and as time went on we sub- 
stituted local live programs in place of film—but 94 percent of the 
revenue of our station in our first 4 months of operation was all placed 
in our local live shows as opposed to the film shows. 

Mr. Cox. Do you have any ratings of comparable audience to the 
other stations in this area at the time you had this program on? 

Mr. Koun. Unfortunately, at the time, we had set our schedule to 
take our first ratings 6 months after we were on the air, so we never got 
an opportunity to actually put a yardstick. We did have a good indi- 
cation from the number of converters that were sold. We do know 
that our Saturday night hoedown—which would match in its excite- 
ment and real spontaneity any live television—we had a 2-hour hoe- 
down on Saturday night in our studio; we had three or four hundred 
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people in there. We do know that it was reminescent of the early days 
of television when only the pubs had a television set, because in the 
upcountry north of Allentown they tell us that the UHF-converted 
pubs up there were behind. They just couldn’t accommodate all of 
the people that came in from around the countryside just to watch 
that hoedown. 

We were tremendously encouraged by the fact that local-live pro- 
graming had been sold down the river too much, I think, in these 
hearings. For instance, in this show we used the hometown news- 
paper concept. Certainly, we gave them international and national 
news as part of it. We gave them the national sports. But we had 
the society page in there, and we had the entertainment section. We 
had the classified ads represented by our advertisements. Putting 
local people in place of your network personality—I still believe that 
more people in Allentown would rather watch their own people than 
they would watch personalities from outside; at least a good portion 
of their time, and at least they will turn to us as much as they will 
turn to a network show. 

Local live programing can compete with network programs and 
outcompete a lot of the film programs that we had. That we knew for 
sure. In that respect there is a residual benefit that maybe I should 
have mentioned briefly in passing. We had a staff of 28 people for 
television. It took about 20 of them to run this show in the evening. 
It would be impossible to keep it up too long because we had salesmen 
pulling cable and every member of the staff was appointed to dig up 
material to put into this 7 to 9 show. 

Steve Allen had an easy-to-get 2 hours in evening compared to put- 
ting on our 2 hours of material which we had to dig up. There was 
something I saw happen to my staff up here. Nota single one of them 
was in favor of this thing when it started out, but by the time that 
program had gone on for a month, they really became a dedicated 
bunch. They really say that this hometown material that we brought 
in and put on television, and the tremendous response—I might men- 
tion we received in that period of 4 months between 4,000 and 5,000 
letters from the public, and I am not sure that that is a great amount 
or not. There are no box tops or anything connected with it, but I 
do think that it is significant that it was a different type of letters. 
Very few of them were criticizing. They just liked the idea of this, 
being able to see all of the various features. We had fire engines 
running around our studio putting out fires from a voluntary fire 
department. As to the 4-H Club, if a kid had raised a bull that won 
a prize, that bull would come into the studio that night. 

We tried to make news before the camera. We had a lot of fun 
with it because the newspaper, to get a picture for the next day, had 
to come into our studio to take the pictures. That is the real spirit 
of competition, which I think again we should have in a lot more cities 
across the country. Television is a competitor of newspapers and 
brings about a healthy competition, which is fast disappearing as far 
as the newspaper industry is concerned, even in the cities like Wash- 
ington, which is a very large city, but the newspaper ownership—the 
mergers are taking place every day. 

As I said, none of the members of this committee, or nobody in this 
room, knows these people or anything else, but I think you multiply 
this type of programing clear across the country in towns of 10,000 and 
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up and ips have got one of the basic worths and the real grassroots 
approach to communications, the real worth of the future of television, 
if it is going to serve the public. And I have been impressed a great 
deal that we have too much self-interest testimony, and not enough 
public interest, as far as the whole scope of the United States. 

It isn’t important whether we exist in Allentown or not, but it is 
important that a television station exists in Allentown. And I also 
would like to bring out here that we think it far more important that 
television exists in Allentown than it is to have Philadelphia just 
claim another half-million people to their already 4 million people 
that they have, which enables them to take another couple of hundred 
dollars onto their rate card. I think it far more important for us to 
get $200 up in Allentown than it is for the rate in Philadelphia to be 

2,000 an hour rather than $1,800 an hour. 

In the previous hearing—I am sure if Senator Potter were here he 
would remember it—we threw out a challenge to our Philadelphia 
stations, that if they would promise under oath to the Commission 
to serve our community in Allentown the same way we promised under 
oath to do it, that we would tear up our testimony and forget all about 
any protest whatsoever, and just to bring the record up to date, nobody 
has as of yet accepted our challenge, even in the matter of one-thou- 
sandth of 1 percent as far as serving Allentown on a local basis. 

Another aspect of the need for local television stations hasn’t been 
brought up, to my knowledge, before these hearings, but it is important 
to every citizen in the country, and that is the matter of talent. We 
have dug up talent in 414 months that had a very good chance to go 
on and become talent networkwise. I am sure that any of us that 
watch television, or have been on a regular basis for a number of years, 
are convinced that we can use some new faces now and then on tele- 
vision. I think the mortality rate of comedians is growing faster 
every month, but in radio, practically all of your big-name stars in 
radio started in such stations as Allentown or in Pueblo, Colo., or in 
places such as Reno, Nev. 

Senator Brste. I was going to say Waukegan. |Laughter.] 

Mr. Koun. But I don’t think that has been brought up, and em- 
phasized. This includes what Te sees on television, develop- 
ing the talent in the country, which will be our future stars on tele- 
vision; and not only that, but in editorial work, public service work, 
and other things as well. 

The sports director that we had on our station has since, in just a 
year’s time, gone up to where this year he is going to be one of those 
participating in bringing major league baseball to the city of Phila- 
delphia. So if he had not had that break, so to speak, on a smaller 
station—and I was able to recommend him highly, he got the chance, 
he made good on the chance, and that is where your talent for the 
future is coming up in television. It is not going to be the NBC 
page boys, although some of them make it. It is going to be those 
who have learned their trade in the smaller stations, and it is a great 
satisfaction to my manager to see one of his boys go up the ladder and 
make a real success. It is one of the compensations, I guess, that you 
get in place of money. 

Mr. Cox. Is there any local service being supplied to Allentown by 
either the Philadelphia or Lancaster stations in the sense of support 
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for your community chest or editorial projects or anything of the 
sort ¢ 

Mr. Konn. No; there is none whatsoever. The extent of the par- 
ticipation of our people in the area, on the Philadelphia stations, are 
participants on quiz shows, things of that nature. 

The extent that our advertisers participate is in these stringers at 
the end of a television commercial: “In Allentown, see so and so,” 
and they rattle off about six names, and that is about the extent that 
an Allentown merchant could possibly participate. He cannot pay the 
rates. We do have one other, for the record. We have a large depart- 
ment store that is publicity minded that actually sponsors a 5-minute 
program every night on a Philadelphia station, but I won’t give my 
opinion as to why he does that. It is certainly not to justify the ex- 
pense versus the worth because it comes at 11:30 at night anyhow. 

We had another boy who had never had a single bit of commercial 
television experience who today is program director of a station in 
Arizona. It is possible to discover real talent that will otherwise 
never get to the top, and I will go on record as saying that there is 
more talent undiscovered by 1,000 percent, than you now see on tele- 
vision today, real good talent. 

You read about these Cinderella stories every once in awhile, but 
they go more by happenstance in the movies and so forth than they 
do by the way our industry works. They make their name in a small 
market, and you can’t keep them and you don’t want to keep them. 
You want them to get out where they can serve more people. 

Now, I would like to present—I will start talking with pictures now. 

Senator Brste. Fine. You just proceed. 

Mr. Koun. I would like to show you whv Allentown does not now 
have local expression in its community. The solution, 2 years ago, 
that we presented and which I can show rather forcefully, I think— 
our solution to this UHF—-VHF problem 2 years ago was cutting back 
the powers and antenna heights of stations. We believe that is still 
the only solution, drastic as it is, that will allow hundreds more sta- 
tions to get on the air. In other words, confining the signals of all 
stations, V’s or U’s, to approximately the area of influence which you 
might call their local influence, their market, so to speak, and that all 
of them have a market which most communities are capable of sup- 

orting. 

7 I a sitting here in this room 2 or 3 weeks ago and heard Senator 
Pastore remark, in speaking of Providence and Boston, “Why should 
Boston serve Providence and vice versa; why isn’t it enough for 
Boston to serve Boston,” and he came out with a rather flat remark, 
“TIsn’t the whole solution to this problem just cutting these signals 
back to their own sphere of influence.” But then he added, which is 
our despair, also, “Who has nerve enough to do it at this point,” 
whether the Commission—it is a terribly - oa remedy. We would 
still like to see somebody with nerve enough to do it, but that is 
major surgery. 

I think we can show you why all of the minor surgery that has been 
proposed, before we finish here, is going to have little or no effect 
upon bringing a lot more stations on the air. Since we despaired of 
this happening, 2 years have gone by. We put our mind to an eco- 
nomic solution, and that is where this pay television comes in, the 
reason why we are appearing here today. 
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As I mentioned before, a year ago we conceived the idea of a pilot 
station to establish the merits and benefits of subscription TV, or vice 
versa. That was submitted to the FCC in June, and we made a very 
detailed analysis on how it would work. The FCC, a couple of months 
ago, rejected this a as premature since they had rulemaking 
decisions pending before the Commission on this whole subject. 

Senator Brete. This was a petition asking to put in pay-as-you-go 
TV or subscription TV ? 

Mr. Koun. That is correct. 

Senator Bratz. They ruled it out because there was no general rule 
on the subject; is that correct ? 

Mr. Koun. It is a very controversial thing, and they said there 
were several serious questions to be decided Dalia they thought it 
should be even put on an experimental basis. The idea was not turned 
down, but they said that it was premature. 

Senator Brete. I understand. 

Mr. Konn. We just thought it made a lot of sense, before decisions 
are made, to ascertain some facts to guide you in the making of those 
decisions, and it is in detail in our petition before the Commission, 
which we are incorporating by reference. Subscription TV may be 
the answer, but certainly we are not going to know unless it is tried 
on a fair, realistic basis. 

Now let’s take a look and see why all present seriously considered 
proposals for solution of the UHF-VHF dilemma will not be the 
answer. It is very possible that some small number of stations may 
benefit. Television on a healthy, nationwide, really grassroots basis 
will never be realized by any drop-in procedure or deintermixture 


unless it is done on a drastic scale, and I have not seen that proposed 
as yet. I have heard of selective deintermixture, I have heard of 
limited drop-ins, and CBS proposes their two plans. None of them 
come close to giving us what we are looking for, I hope, on the priority 
2 basis—and I think it should be priority 1—the whole expression idea 
that every community has the — to its own self-expression through 


this new electronic miracle medium. This is a map (referring to 
exhibit A-1—see p. 1135 below), this is a map of southeastern Penn- 
sylvania. That is our home area. Allentown is up there near the 
See border. Bethlehem and Easton comprise the three-city 
market. 

The UHF stations are shown in yellow. The yellow dots (shown 
as lighter colored dots in the maps herein) are the UHF sta- 
tions. .Those on the air are ringed with a black outline. The 
VHF stations are shown in red (appearing as darker dots on the 
maps herein). As you know, even in just that southeastern section 
there, the yellows have it as far as allocations are concerned. There 
are 5 VHF allocations, in 3 cities, in southern Pennsylvania. All five 
of them are on the air and all of the allocations are taken in VHF. 
There are 20 UHF allocations in that same area, in 13 cities: 8 on the 
air, 4 U construction permits, 3 U’s suspended (were on the air but sus- 
pended), and 5 got grants from the Commission (construction per- 
mits) but relinquished them back to the Commission. That is a pretty 
sorry story, at least as far as carrying out the sixth report, for just 
one small area of Pennsylvania. A great many people live in that 
area. It is one of the most highly populated areas in the United States. 
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The smallest city there is 15,570, and that is Sunbury, way up in the 
left-hand corner. We say that Sunbury should have a station even 
for 15,000 people, and that it is possible. We will try to at least give 
some measure of proof to that a little later on. Now let’s look at the 
coverage of those eight UHF stations that are on the air right now 
(referring to exhibit A~2—see p. 1136 below). As you see UHF—even 
if VHF never developed—UHF gives pretty good coverage to that 
area, excellent coverage. In fact, if you put UHF in those 3 red dots 
there, you have a far better television system than we proposed 2 
years ago eventually, but UHF can do the job. The Commission 
did not err at all in picking the places to put the allocations, they just 
intermixed them, and our solution, or our contention, is that a deinter- 
mixture of Philadelphia or Wilmington or Lancaster is not the answer 
to this problem. 

The answer, unless you want to go to an all-UHF type of operation— 
but to put one more V in Philadelphia, to give more competition for 
one city, is just going to complicate the whole area that we are talking 
about now. It does seem a terrible shame that over there at Lancas- 
ter there is 1 VHF station that is spoiling the development of 8 UHF 
stations. I hope that if nothing else is done, at least for the sake of 
our own section of Pennsylvania that that will be one of the deinter- 
mixed cities, and let all of those U’s compete together there. Ironical- 
ly, that channel there in Lancaster is the one that in 1948 was up in 
Allentown. They moved it to Lancaster in the sixth report. 

Senator Bratz. What is the population of Lancaster, just rough- 
ly? You say Allentown is 100,000; how many in Lancaster? 

Mr. Konn. About 125,000. 

Senator Brie. A comparable city. 

Mr. Koun. I have it here. 

Senator Bratz. That is all right, that is close enough. 

Mr. Koxun. Oh, Lancaster is much smaller than that, it is 63,774. 

Senator Bratz. You said Allentown was 100,000. 

Mr. Koun. 106,000. That is the 1950 population, 106,756 for 
Allentown. 

Senator Brete. You may proceed. 

Mr. Konn. These are all 1950 census figures, any figures that we 
give. Now you have seen the UHF coverage. This is the coverage of 
stations now on the air and, mind you, there are 12 UHF stations that 
are not ontheair. There are only eight UHF stations on the air. Now 
let’s see what happens when we drop in just five VHF stations and 
their coverage (referring to exhibit A-3—see p. 1137 below). In 3 
cities, 3 cities are covering that whole area, there, of 16 cities, and it 
is rough going for those U’s that are on the air. I doubt if there is a 
single one of them making money at the present time, and some of 
them have been on for 2 years now. But that is what we mean by 
saying that deintermixing and giving another VHF station to Phila- 
delphia only complicates the problem. Our contention is that those 
16 cities, all with a television station, would certainly serve the public 
and serve the future of television and the future growth of this country 
far greater than limiting it to a VHF service in Lancaster, Phila- 
delphia, and Wilmington. I might say here that these coverages are 
all actual coverages today, based upon their antenna heights and their 
powers. We plotted every one on the basis of the FCC contours. If 
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we were to take the coverage that they claim on some of their rate cards, 
we would go off the map here on many of those. 

Senator Brste. I think you have done a very effective job now of 
presenting the — Now give us the solution. — 

Mr. Koun. First, may I show you, so that you will not think that 
this is an abstract example—can we go over to Ohio now and see what 
happens in Ohio, which is even more of a dramatic exhibit ? 

Renal Brste. This is designed to show the same thing in a differ- 
ent place; is that correct ? 

Mr. Koun. That is correct; just to show you that it exists in many 
places in the country. 

Senator Brste. I think we should be able to move through this part 
of your testimony very quickly 

Mr. Koun. I will move this very fast and just give you totals on here 
without explaining them. These (referring to exhibit B—i—see p. 1139 
below), are all the sixth report allocations for Ohio and the southern 
part of Michigan and, as you see, a litle bit of Indiana, Kentucky, West 
Virginia, and Pennsylvania. In all there are 24 VHF allocations, and 
22 of those VHF’s are on the air. In that same area there are 67 
UHF allocations, and of that number there are only 11 out of 67 on 
the air. There is a great disparity there. And I might add, too, that 
those 14 VHF’s are contained in only 6 cities in Ohio, and the 41 
UHF’s are in 14 cities, so when you are talking about local expression, 
we are getting just areawide expression from the VHF’s now. 

Senator Brste. How many U’s now in operation ? 

Mr. Koun. Eleven out of 67 that were allocated, and there are 10 
vee either suspended operation or relinquished their grants—all 

HF. 

Now this (referring to exhibit B-2—see p. 1140 below) again is the 
plotted coverage of the UHF stations on the air that we show, those 11 
stations. Now if you take the VHF coverage of those six cities (re- 
ferring to exhibit B-3—see p. 1141 below), there goes all of your yel- 
low coverage. The overla ou just cannot get away from it in the 
whole State of Ohio and Michigan. There is Fort Wayne out there, 
which has become the object of pride of the UHF because it is the 
only city in the country that is not overlapped by VHF coverage. 
But here we have plotted out—and that is why I just do not see how 
you are going to, with selective deintermixture or drop-ins or however, 
you are going to get rid of the overlap. Our solution is to cut those 
red circles back to their own communities in order to let the other 
communities live with local television, but that, as I say, is a very 
drastic solution. 

There is no question about it, the reds have it as far as coverage is 
concerned. I would like to point out, too, this is present coverage. 
Many of those were seeking higher antennas and greater power : going 
to full power, that coverage will increase. That is true, of course, of 
the UHF as well as the VHF’s. 

Now let’s take a quick look, finally, at New England, and we will do 
that very rapidly, Mr. Chairman. 

Senator Brete. I think you have made very effective exhibits. I 
think they point up your problem. 

Mr. Koun. The red dots are very few and far between as far as 
the New England area is concerned (referring to exhibit C—1—see 
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p. 1144 below), and for this area we have—if you want me to recap it or 
I will just go through it 
Senator Braue. It looks as if you have six V’s, if I add correctly. 

Mr. Koun. Youhavea total of 8 V’s, in 6 cities, the total—or rather 
4 cities I beg your pardon. 

Senator Bree. And you have how many VHF’s? 

Mr. Koun. Eight in that area; eight allocations. 

Senator Bree. Six on the air? 

Mr. Koun. Yes, the others are in contention; they are applied for 
and being contested. There are 34 UHF allocations shown there, and 
of those there are only 7 on the air. Priority 2, as far as the sixth 
report is concerned, to get the greatest amount of local expression, at 
the present time it is—I hate to use the word—but it is a farce as far 
as getting local expression in those communities which really need it 
most. And as far as local expression is concerned in these VHF sta- 
tions, there is so much network time on them that the local expression 
time is limited either to off hours, certainly not in the good hours. 
Now if you will flip, we will see the UHF stations. 

Even with that number on the air (referring to exhibit C-2—see p. 
1145 below), they do a fairly good job on the western part of southern 
New England there. Boston, of course, is shown up there. These 
are as of January 16. We had to take the cutoff date somewhere, and 
our source for these, I must mention, is Television Digest Fact Book. 
I’m sorry I didn’t mention that fact before. 

Now, let us see how the VHF—even with the 8 VHF stations in the 
4 cities (referring to exihibit C-3—see p. 1146 beliow), goodby UHF 
coverage as far as not being overlapped. There is no such thing as 
any station. Now, up there in the left-hand corner, around Albany, is 
where this controversial drop-in is. I don’t see what good it will do, 
other than to complicate things for all of the UHF stations around 
there. 

Mr. Cox. This is one area where at least some of the local UHF 
broadcasters have indicated that they thought deintermixture would 
be helpful—that is, to deintermix the Hartford and Providence mar- 
kets, and to provide an additional V, by whatever means, in the Boston 
area for service in Cambridge or Worcester—that would be of some 
help ¢ 

Mr. Koun. If I were living in those cities, and had a UHF, or vice 
versa, I would be arguing the same thing. I am talking now nation- 
wide without any regard at all to whether one operator is affected or 
not. Certainly helping out one operator in Hartford, or Worcester, 
is not going to help the whole Western part of the United States, or 
the Midwest, or the South. This problem is prevalent all over, and 
that is what we are going to show you now. 

We will extend these regional areas into a complete map of the 
United States (referring to exhibit D-1). (This map could not be 
reproduced. It has been retained in the committee files.) There are 
all of the sixth report allocations in cities 10,000 and over throughout 
the United States. It is impossible to get it in an exhibit big enough 
to show more there than a general impression. But there are all of 
the U’s and all of the V’s, and if you are interested in totals on this, 
or if you are interested in impressions, the totals can be read later. 








Senator Brats. If you have them at your fingertips you can read 
them into the record now. 
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Mr. Koun. Certainly. 

In all of these States there are 518 VHF sixth report allocations of 
10,000 or over—located in communities of 10,000 or over. There are 
1,523 UHF stations allocated through the United States. 

Senator Brs_te. How many operating of that number? 

Mr. Koun. Of the VHF there are 443. 

Senaior B:pte. 443 VHF’s operating ? 

Mr. Koun. That is right. 

Senator Brste. How many UHF’s are operating ? 

Mr. Koun. No, that is the total number of stations operating; I beg 
your pardon. There are 348 VHF and 95 UHF, or 67 percent of the 
VHF stations are on the air, and only 7 percent of the UHF stations 
areontheair. Even though you have many, many more UHF alloca- 
tions than VHF’s—and that is the whole purpose to get us a nation- 
wide system of television. In other words, 24 percent of all of the 
st»’ions are all that have been allocated—or all that are on the air. 
And this is in towns of 10,000 and over. I am not talking about 
one little town out in your State, Senator, Goldfield, which has an 
allocation. 

Senator Bisse. It couldn’t support TV for a good many years. 

Mr. Koun. It will take some time. We hope some day we will get 
television there for the benefit of the people in Goldfield. 

Senator Briexe. I dont kid myself into thinking that that is in the 
immediate fu‘ ure, so it is perfectly all right. 

Mr. Konn. We will admit there are many like that, and that is the 
reason we did not include them in this. We used 10,000, which we 
th’nk has the poss'bility of being able to support a television station. 

Senator Brste. I think you are making an effective case. You have 
given us the problem. You have taken exactly 1 hour to present the 
problem. Now, can you give us some idea of your suggested solution ? 
Could vou highlight that for us? 

Mr Kouwn. Could I finish with this map as far as to’show you the 
UNF 

Senator Brsie. Certainly. I am not trying to cut you off, except 
that we do have some limi‘ations on our time. 

Mr. Koun. I know that, Senator, and I am aware of the fact. How- 
ever, I don't want to leave a wrong impression here as far as the United 
Sta‘es picture is concerned, so if we may have the first overlay here 
(referring to exhibit D-2). (This map could not be reproduced. It 
has been retained in the committee files.) This shows the UHF 
stations that are on the air, those 95, and their coverage. 

I might mention that a great many of those that show that they are 
sn the air, there is a red dot in the middle that says that there is a 
V that is not yet on the air; and it is very possible that it will have a 
very serious effect upon the U when it does get on the air. They are 
usually inherent. 

Senator Brste. This is the UHF coverage? 

Mr. Koun. Yes; this is the UHF coverage, but in many of those 
cities that are now on the air with UHF a V will soon be on the air, 
and with the consequences that—we have already had a tremendous 
amount in the record as to the consequences of that. 

Now, if we can show the VHF (referring to exhibit D-3). This 
map could not be reproduced. It has been retained in the committee 
files.) There are 348 stations, and the amount of area that they 
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cover. I must say that the Commission, in meeting alee i, 
can do it with practically entirely VHF. On the other hand, if it 
gets to priority 2—we may not ever have a priority 2 if we put too 
much emphasis on this priority 1, that everybody should have just 
one signal. I say that every city of 10,000 or over, or any city that 
can support television, should have its own television station to view 
in its own community, and for local expression. 

A bit more graphically, we would like to show you here (referring 
to exhibit E). (This map could not be reproduced. It has been 
retained in the committee files.) These are pie charts, the circles have 
no bearing on coverage; however, the slices in the pie indicate—the 
hundred percent of the circle indicates the allocations. The red pie 
slices there indicate the percentage of the allocations that are being 
used, and that, again, in cities 10,000 or over. It is quite effective to 
see here that when you get down to only an average of 24 percent for 
the whole United States, after 3 or 4 years here now, and stations 
going off the air faster than they are going on, that we are back- 
watering here rather than making progress. 

Here is something certainly recognizable by every Member of Con- 
gress in this next exhibit, probably more so in the House than in the 
Senate, but these are counties that are affected. If we may show the 
first map first (referring to exhibit F-1). (This map could not be 
reproduced. It has been retained in the committee files.). That first 
map—and this is the local expression as we now have it through- 
out the country—these are the counties in which the main studios of 
existing television stations are located. And as you can see there, and 
I have a recap of those, there are only 281 counties in the whole United 
States that have local expression ; that is, a television studio that people 
of that county—and not to say the political aspirants and so forth 
of that county—can go to their own station to reach their own people. 

Now, let us look at what might happen if we can get television in 
every city of 10,000 or over. You would see that we have filled in there 
(referring to exhibit F-2). (This map could not be reproduced. It 
has been retained in the committee flles.) There are 686 counties 
in the United States which will have the medium of local self-expres- 
sion through their own television studios located within their own 
political subdivision. We thought counties would show it effectively. 

Senator Brste. Do you have anything that indicates how many 
people in the United States today have television available to them, 
either UHF or VHF? 

Mr. Korn. Available to them, sir, or available to them from a local 
source ¢ 

Senator Braise. No; available to them from any source. 

Mr. Konn. I do not have those figures, but I am certain that there 
aren’t too many—— 

Senator Brsie. Mr. Cox advises me that ee 95 percent of the 
people have some form of television available to them. 


Mr. Konn. Yes; they are getting at least one signal from some- 
where, or they are getting it by a community cable system or something 
of that nature; but the point remains here that if we can get television 
on a nationwide basis in cities that can support it economically, we will 
add some 26 million people that will have their own means of self- 
expression through their own nearby television station. 
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Senator Bratz. Yes; I think your exhibits have effectively demon- 
strated that. 

Mr. Koun. The next one is one I don’t think the committee has seen, 
or has had any indication of in the testimony thus far. This (referring 
to exhibit G-1—-see p. 1151 below) is our State—or excuse me, our 
Commonwealth—of Pennsylvania. We do not call this the State of 
Pennsylvania. ‘Laughtes?. 

These are the community antenna systems that exist in the State of 
Pennsylvania alone. 

Senator Bratz. How many are there by number ? 

Mr. Koun. Seventy-seven community antenna systems that exist in 
the State of Pennsylvania alone. I heard the word, in connection 
with either Mr. Landis or Mr. Raibourn’s testimony this morning, 
about pirating. This, I think, is the best modern-day pirating that 
we have got in our industry today, where these community antenna 
systems can pick up the station—whether it be a network or a local 
station, or anything else—can pick it up and then funnel it on down 
the line for their own profit. I think I would be just as entitled to 
take off the air—and I am close enough to do it—the Philadelphia 
programs and put them on my UHF station and play them for free, 
as these fellows are to take them and sell them down the line. 

Senator Brate. Did you ever try it? 

Mr. Koun. No, sir; I haven’t, because I don’t believe in it. 

Senator Brste. I am wondering if there are any lawsuits involving 
this community antenna problem ? 

Mr. Koun. There is a petition that has just been put in before the 
Commission, as I understand it. 

Senator Brste. That has not been determined as yet ? 

Mr. Koun. To determine whether or not they are illegal, or they 
should be designated as a common carrier. 

Mr. Cox. Your rebroadcast of the Philadelphia signals would be 
a clear violation of the Communications Act, whereas, up to now, it 
has been a debated legal —— as to whether their operation violates 
anyone’s property rights 


Mr. Koun. I think the — is synonymous, although it is 


spelled out in the case of a 
here. 

Senator Brste. I think it is for the courts to determine, and that is 
why I ask whether there has been any decision on the point. 

Mr. Koun. But the point that we would like to make here—and 
now we are getting to the application of all this that you have seen 
now—the — we are trying to make here is that all of this talk about 
whether the people will pay for their television or not is beautifully 
illustrated in our own State of Pennsylvania where there are at 
present 74,664 people paying for television, and not squawking about 
it—and you are going to hear a great deal the rest of this week about 
this idea of free television, and so forth. 

We maintain that there are people now that are willing to pay for it. 
In my own apartment house I paid a hundred dollars for a guy to 
connect two wires—he already had the thing in—and $25 a year to get 
ceo and never thought a second about it. We wanted television 

at bad. 

Mr. Cox. This is not, however, a payment on a per program basis. 


roadcaster and has not been spelled out 





1122 TELEVISION INQUIRY 


Mr. Koun. No; but they do not have the choice, either, that they 
would get on a program basis. 

Senator Bratz. How many people in Pennsylvania pay ? 

Mr. Koun. 74,662, and by the estimates of the community antenna 
operators, themselves, they have a potential of 109,750. _ 

Senator Bratz. 75,000 people pay how much for community antenna 
per year, after installation, in Pennsylvania ? 

Mr. Koun. I do not have the figures on that, Senator, but I under- 
stand there is to be a representative from Jerrold testify here later, 
and I can tell you that at least 95 percent of the operations in Pennsy]l- 
vania were put in by Jerrold. 

Mr. Cox. There was previous testimony by the operators of one of 
these systems to the effect that their monthly service charges ran from 
$3.50 to $7.50, and the installation charge was from $100 to $165, I 
believe. 

Mr. Koun. It is quite expensive, I believe. 

Senator Brete. Your point is if they can pay for this, they can pay 
for a subscription? 

Mr. Koun. My point is we don’t know. We are trying to sit here 
and determine whether the people out there will pay for it or not, or 
whether they are going to rise up in arms if asked to pay for it. 

Senator Brste. But you point to this as an ieameiet 

Mr. Koun. This is an example of what is existing today—that peo- 
ple are paying for their television programing. 

Senator Brie. I understand your point. Thank you. 

Mr. Koun. For the matter of the record, we have dropped in here 
now (referring to exhibit G—2, see p. 1152 below) the television cover- 
age of Pennsylvania to show—in relation to these, if television does 
develop the way it should in Pennsylvania, in the whole State of Penn- 
sylvania—that rather than just get on a line, on a cable, at those places, 
where if they go away for 6 months they are still going to pay for their 
television programs on that rate—it is a contract rate, as | aaeddapa 
it, on the community antenna system, and whether you watch television 
or no‘ you pay for it; but if subscription TV were allowed to operate 
in all of these television stations shown here—particularly the DHF 
and I think it should be done on a trial basis first—these people will 
lave their own choice, and they can pick up and choose what they want 
as far as their channels are concerned 

We know, for instance, that when we were operating, the commu- 
nity antenna people came to us and said “Do you want to install the 
equipment? It is expensive, but if you want to get on our cable you 
are going to have to pay us.’ I said, “If you want to pick up our pro- 
grams you are going to pay us,” and I think if we had been on the air 
another 6 months we would probably have had one of these operators 
in court by now, determining whether or not it is right that they should 
be able to pick up these signals, at least without some kind of common 
carrier designation, or without paying the producer of the program. 

Now, let us look at the coverage here (referring to exhibit G-3, see 
p. 1153 below). I want to show you a real example of local expres- 
sion. These are all radio stations. This is how radio has Seutened 
in the State of Pennsylvania. We have excellent radio coverage in 
every city—even in cities smaller than 10,000 we have radio stations, 
and a great number of them—and in these towns we have theaters, 
and we feel that subscription TV in any town that can support two 
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theaters—subscription TV can be supported, along with the local 
revenue that stations on the regular broadcast schedules will carry. 

Mr. Cox. Can they do that and still support the two theaters? 

Mr. Koun. Not necessarily support the two theaters, but it may be 
a logical extension, rather than having two theaters, you will have 
theater in the home, yet; and I have never seen yet why the theater 
people do not recognize this as the ultimate in box office. Rather than 
fight it, they should be in here pitching for it as an opportunity, and 
even on a franchised basis. 

Needless to say, we have 134 AM stations and 43 FM stations in 
Pennsylvania, doing an excellent service. Television is nothing more 
than a logical extension of our electronic medium. We have got sight 
now put with sound, and we feel that wherever possible in the United 
States the logical extension from radio to television should be made, 
and that maybe this pay T’'V is the answer to it. 

Senator Brste. Well, now, right there at that point, you have de- 
veloped this local expression. I think you have a lot of merit in what 
you say, but will the average listener in Allentown put a dollar in the 
meter to listen to a program of local expression ? 

Mr. Koun. We don’t propose, Senator, to charge for our local ex- 
pressions. My company is more interested, say, in the 85 percent 
that we will be allowed to put on for our own community than we are 
in the 15 percent of pay TV, but the pay TV is the opportunity to 
get the 85 percent which is now silent. 

Senator Bratz. I am very giad to have you clear up that point, 
because I don’t know that that was clear in the record. 

Mr. Koun. Iam sorry I didn’t make it earlier. 

Mr. Cox. In other words, your position is that if subscription tele- 
vision were authorized to the extent of 15 percent of your station’s 
time, that it would provide you with programs that would compete 
with the networks and would bring you in enough revenue so that, 
with local advertising revenues you could provide local programing 
on your station for the balance of your day’s operation—is that it? 

Mr. Koun. That is correct, and I think we could be on many more 
hours a day. I think we could do the programs we did before with 
the limited budget on, now, an even larger budget, and have a better 
program to serve the community. 

Senator Brste. What type of pay program would you put on? 

Mr. Koun. I have a full exhibit of each program schedule as we 
would propose to put it on. 

Senator Bratz. On a subscription basis? 

Mr. Koun. On exhibit H (see p. 1159 below). 

Senator Bratz. I would say you have done a very, very thorough 
job of presenting the case. 

Mr. Koun. I think it is the first time anybody has introduced an 
exhibit of how this will actually work out on an hour-by-hour basis 
on a television station; and this, after all, is the meat of the matter: 
What kind of programing is going to be done, what is the revenue that 
is going to be derived from it? Is it going to do what the proponents 
have said it is going to do, or that the opponents said it 1s going to 
do? Isit going to ruin all free television, and so forth ? 

Personally, we felt that this was necessary, to get down and analyze 
it on the basis of, let us say, that you have already authorized it, who 

75589—5é—pt. 3—6 
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is going to go ahead, and on what basis, tomorrow? This is the 
proposed schedule that WFMZ-TV would use. 

Senator Brste. What do you pay for on your exhibit H, page 1? 

Mr. Koun. All of those that are blocked off, the blocked lines are 
pay-TV programs, subscription television programs; those that are 
blocked off with the black line there. At 1 o’clock in the afternoon, 
and 2 o’clock in the afternoon, is educational television—purely and 
simply educational television. 

I must remark here that the Allentown-Bethlehem-Easton area 
with 7 colleges and universities, and with the 3 cities’ public school 
systems, and so forth, we have no educational allocation to that area. 
I feel that it would be incumbent upon any station there to substitute 
itself, at least in some measure, in taking over the responsibilities of 
an educational station if one had been allocated to that area. 

Mr. Cox. Would this programing, for which you are going to make 
a, charge, be live based upon personnel from these colleges or would 
you propose to get filmed instructional materials for this? 

Mr. Koun. I suppose, Mr. Cox, that it would be done—I have seen 
quite a bit of the material produced by the Ann Arbor Film Center, 
which is interspersed—it is part live, it is part film, for illustrative 

urposes, and so forth. Mind you, if a great number of stations were 
rd this, that in no time at all you would have the best from these 
stations, which is happening already in educational stations, such as 
the Pittsburgh station is supplying one of their very best programs to 
Ann Arbor where, in turn, hay turn it out to be used on educational 
stations throughout the country. I think this is the answer to educa- 
tional television, this subscription-type tuition. We will call it tui- 
tion television, as far as educational] television is concerned. 

Senator Brsiz. Then on page 2 you get to something that is a little 
more my type. You have some college-type football games blocked 
= st = professional football games—how do you propose han- 
dling that 

Mr. Korn. That would necessarily have to be handled on a live 
basis. It is impossible to take a film without destroying the suspense 
of it. Those people that watch the game are the ones that watch the 
filmed game, too, to pick up an interest in it. But this would require, 
as was brought out this morning, a network. It requires a network 
to get college football. 

arr IBLE. I appreciate that. If I am in Allentown and want 


to tune into your ee much am I going to pay to see that 


college football game on the first Saturday in September at 2 o’clock? 

Mr. Koun. In the pages that follow we have reduced these to the 
individual charges, at various set installation figures. 

Senator Brste. Well, could you indicate approximately—put 50 
cents in the meter or what? 

Mr. Konn. We propose here a dollar for a college football game 
and for professional football and we based that, toward the end of 
our economic exhibit which follows this—and then we took every- 
thing and halved the charges, and we still found out that we could 
make a profit that scares you. 

It is economically feasible, and that is why we think stations in all 
of the towns of 10,000 and over can be supported by this method. 
Now mind you, here we only have 19 percent of commercial pay TV 
out of a schedule starting at 12 o’clock noon. 
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oa Brstz. Come again with that statement. Would you re- 
at that 

rie Koun. Only 19 percent of our programing is taken up with 
commercial subscription television in a week, and we have set this 
schedule from noon on. We would propose—if this were successful, 
we would propose, of course, to go on and match any other station 
and go on at 7 o’clock in the morning, so that that 19 percent would 
be even less than the 15 percent of other proposals that have been 
made here. Now there is 19 additional percent in here for educa- 
tional television, but in those cities where there is an educational tele- 
vision station that would be taken out of there. I would hate to go on 
record as being charged, as a commercial operator, for those educa- 
tional television hours. 

To get to the summary, we have 15 hours per week of commercial 
subscription. 

Senator Brste. What exhibit and page are you reading from now? 

Mr. Koun. Exhibit H, page 5. 

Senator Brste. Thank you. 

Mr. Koun. This is a breakdown, in percentages and hours, of this 
weekly program schedule which we have just shown you here. 

Maybe I should have pointed out in there that we do include such 
programs as our Allentown Symphony, our high-school football 
games—we heard too much about New York City today, and not 
enough about these towns that are really going to benefit. New York 
City already has the Metropolitan Opera that the people can go to 
see. We are concerned about the people that it costs a great deal of 
money to get on the train, or fly into New York, and see a Metro- 
politan opera. I think it should be the concern here—not the big 
cities but the smaller cities, at least at the outset, to bring these benefits 
of subscription television to them first, and you can only do that 
through the UHF stations. On exhibit H, page 5, we have a total of 15 
hours of commercial subscription per week, or 19 percent ; educational, 
we have 15 hours or 19 percent; so-called free—and I want to 
emphasize that I would never use that word “free” without putting 
quotation marks around it, because it is a misnomer to say that there 
is anything called free television today except in the loose sense of 
the word as we use it. 

Senator Brste. What you are saying there is that you would operate 
your station for 30 hours of subscription TV per week; is that right? 

Mr. Koun. That is right. 

Senator Brste. Fifteen commercial and 15 educational ? 

Mr. Koun. That is correct. In cities that had their own educational 
station that would not hold true. They would do their own but we 
have none in our area. Now here is the answer to the $64 million 
question. Applying to this weekly program schedule, which we have 
just presented here, we have reduced it now, to what kind of income 
can be expected from just that few programs on subscription TV—and 
our top, remember, was $1 for football games, for sports, and our top 
was $2 for a Metropolitan opera coming into the community. For the 
Philadelphia Orchestra, the Allentown Symphony, $1; but here this is 
the thing that startled us, that there is such a potential in this pay TV, 
and just because there is I see no reason for ovens to be afraid of it. 
It just seems to me that the industry, instead of wobbling along, is 
going to find a cure here that all of a sudden is going to make it become 
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a full-blown industry over a period of a decade, rather than perhaps 
slipping backward and never achieving that full potential. 

personally do not see that there is a bit of difference between sub- 
scription TV and advertising TV. That is one thing that I have never 
been able to draw a difference on, except that with this pay TV, it is 
the honest way of extracting the money from the —_ rather than 
the hidden way of extracting the money from the public. For instance, 
our people in Allentown, every time they buy a car, they are still pay- 
ing $25 advertising expense on each one of those cars. They do not 
know it because it is not broken down for them when the dealer sells 
it to them, but they still are doing it. If you do not own a car you are 
paying for it anyhow on the television show. 

enator Brste. I drive a Mercury, and I have looked at Ed Sulli- 
van’s Sunday night shows long enough to know that he has a few 
dollars invested in my Mercury—or rather I have the investment in 
him. [Laughter. ] 

Now, how much is this going to cost the user in Allentown, Pa., 
who wants to look at 30 leer worth of TV per week on a pay 
schedule ? 

Mr. Konn. You have embarrassed me now, Senator, because that 
is the one thing that I should have figured out, and I haven’t, but I 
will get it and make sure that you have it. I haven’t reduced it to 
actually what the average family would have to come up with each 
week. 

Senator Brsie. You tell me if I want to look at the Saturday after- 
noon football game it will cost me $1 for 2 hours; correct? 

Mr. Korn. Yes. It depends on how many shows you watch a 
week. 

Mr. Cox. I suppose you would not expect any one family to watch 
all of these at a time? 

Mr. Kown. Maybe at the start, just like in the early days we watched 
television even though there was a snowstorm running across the pic- 
ture. But I think it will boil down entirely to what is the program 
content of the shows, and the kind of reputation pay TV gets will 
be entirely based upon the word of mouth, and so forth, that will 
spread this thing very rapidly. 

Senator Brste. How can you come up with any adequate study, 
or estimate, of the potential income unless you have some agreed per- 
centage of the time which the people are going to be looking at this 
subscription TV ? 

Mr. Koun. Well, all we can present here, Senator, is a breakdown 
of the types of programs and the general viewing habits of people at 
the present time, and whether or not they would pay to see something 
better than they are getting now. 

That is my whole point. It has to be tried, and we should lose no 
time at all in trying this thing to see exactly whether or not this is 
one of the answers to getting a nationwide television system. If it 
isn’t tried, we may be sitting here making decisions that will set the 
Nation back for all time as far as this wonderful communications 
system that we have. 

I can show you how we arrived at this summary, the individual 
charges for classes—we would suggest a 50-cent tuition fee. As you 
see here (referring to exhibit I; see p. 1160 below), we have broken 
this down for the benefit of, we figure, 5,000 families for a community 
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of 10,000 people, the immediate environs of that 10,000 being stretched 
out maybe to 17,000 or 15,000. We took the actual urban population 
here, but showing the potential of this medium, in the various brackets 
of installation, such as 5,000 families, 25,000, and on up to 200,000, 
which would be the potential of our own Allentown area, when we 
have a complete saturation, which may never be reached. 

Mr. Cox. That is 200,000 television homes in a population of a half 
a million. 

Mr. Koun. Yes; at our present antenna height of 871 feet. That is 
the high estimate. 

Now, we anticipate that a lot of people can quarrel as to how you 
make estimates, so we took a high estimate, we took an average esti- 
mate, and we took a low estimate, so that anybody, in his individual 
opinion, can pick any one of them. 

I don’t think anybody can go below the low estimate, and we prove 
in our summary of the income potential that—for instance, here is a 
high school football game. Even at the very lowest level estimate, if 
we have 200,000 families that are equipped to receive the game, you 
get $30,000 out of 1 game of high school football, with only 15 percent 
of the people tuned in. It is rather staggering when you figure 
that 

Mr. Cox. This is page 4 of exhibit I? 

Mr. Koun. Yes. 

Senator Bratz. What do you base the 15 percent on? That is where 
Tam confused. Is that what the ratings show ? 

Mr. Koun. Fifteen percent of the people that have sets that could 
pick it up—15 percent would tune into the game. 

Senator Brstz. A high-school football game ? 

Mr. Koun. Yes. Now, high-school football will rate above profes- 
sional or college. 

Senator Biste. Is that statistically correct ? 

Mr. Koun. Yes; in our community, high-school football and high- 
school basketball has for years outdrawn college and professional. 

Senator Brste. But you base these ratings you have in your exhibit 
upon your own experience with Allentown ? 

Mr. Koun. Yes; and nationally. In this exhibit, Senator, that we 
we presented before the Commission, we did a very exhaustive study 
on comparative ratings of existing shows on the air, such as feature 
film, and so forth, and from that we deduced, and I have taken those 
figures—and I think that scientifically no one can quarrel with the 
figures as far as the ratings are concerned. The only thing they can 
quarrel with is, Will 15 percent of the people tune into it ? 

We maintain that if they don’t, we are wasting a lot of time here, 
but we ought to find out by allowing this to be used where it will have 
a double impact. You will get the facts on whether it should be used 
on a nationwide basis, and at the same time you will breathe a lot of 
hope into the UHF stations at the present time. 

Just the mere fact that anybody comes out in favor of trying this, 
such as the committee here, or the FCC authorizes it, is immediately 
going to reestablish a tremendous amount of hope throughout all of 
the United States for those who have been in the UHF operation. It 
is worth holding on to your CP to see what happens. 

Mr. Cox. Not all of this revenue you project is going to come to the 
station operator; is it? 
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Mr. Koun. No; it is not, but if you will notice these figures on the 
summary, when you get to a point of $10 million, there 1s enough in 
that pot to divide up among all of the fingers that will want to get into 
it, including the producers of the films, the baseball people, the fran- 
chise holder, and so forth. 

Mr. Cox. Now, is it your understanding that you, as a station opera- 
tor, would, or could, in such an operation get more than your straight- 
time charge for the period on which these programs are broadcast? 

Mr. Koun. There isn’t going to be any franchise holder that is 
going to try to pay me a one-time rate. If he is going into a contract 
with our station, it will be on equality of the importance of each 
medium to each other. In other words, without us they can’t carry 
it, and it would be foolish to go into this on the idea that you are only 
going to get your 1-time rate card and let 99 percent of the profits go 
out to people that just furnish it to you. That would be a terrible 
inequity, and it would hurt the whole television industry. 

Mr. Cox. They could put it over all of these cable systems if they 
have a spare circuit; couldn't they ? 

ae oHN. He certainly can, and he can put a charge on top of a 
charge. 

Mr. Cox. They will pay their $3.50, or whatever it is, for the service, 
and then the $1 for the football game? 

Mr. Koun. Yes. 

Mr. Cox. They are already paying the $3.50 for the service, and 
if they want the football game they would pay additional ? 

Mr. Koun. Yes. Mind you, these people are already paying $3.50 
a month, and if you get just $3.50 a month out of this 19 percent of 
a in a weekly schedule here you have got WFMZ stock- 

olders very happy—if we were in operation on that basis. 

Mr. Cox. Do you think that you would get enough revenue net to 
the station itself to permit you, with what additional local advertising 
revenue you got, to carry on a satisfactory scale of operation here in 
terms of local expression ? 

Mr. Koun. Let’s just say we only reach half our potential, Mr. Cox, 
and there, even on the low estimate, the yearly income from that 19 
percent of commercial TV is $5,330,000. Never in our wildest im- 
agination did we think we would draw that from a hundred-percent 
commercial schedule and advertising income. We figured that we had 
a potential of about a million dollars a year in the Allentown area, as 
far as reaching a full potential is concerned. 

Here let’s knock the games down to 10 cents apiece and we are still 
on an equity of advertising-produced revenue, if that many people 
watch it. The lower the price, the more people are going to watch it, 
and the more people are going to want to have their sets installed with 
these devices. 

Mr. Cox. Now, of course, that cost you haven’t reflected here—the 
cost of actual installation of a deter’ 

Mr. Konn. We are only concerned with the broadcast. However, 
we did reflect decoder costs and everything in our application that we 
put in to the FCC a year ago. 

Senator Bratz. Did you reflect $45—does that seem to be fairly 
agreed in the industry, $30 to $50? 
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Mr. Koun. Yes; we put it again on the basis of three different 
scales, and then showed ‘oe it came out. We showed it at $25, $50, 
and $75, I believe. A high, medium, and low estimate. 

Again, take your pick, and you are bound to fall somewhere within 
that range. Everybody’s opinion is bound to fall within that range. 
I don’t see any reason at all why it should not be tried. I don’t see 
anything here that is contrary to the Constitution or to the public 
interest or anything. It is up to the people. They are going to 
decide whether it is going to fail, whether they are going to do it, or 
whether they are not going to do it. 

Senator Brste. I don’t think anybody has been accused of violating 
the Constitution so far. 

Mr. Cox. Do you have assurance from Zenith that if such an experi- 
mental operation were authorized, decoders would be made available 
for a market of the size of Allentown for that purpose ? 

Mr. Koun. I certainly hope I am not here under false pretenses, 
that it isn’t ready to go into operation. 

Mr. Cox. I understand that. The next question was going to be 
how long would it take, in your opinion, to get such a program going 
on a substantial basis in a market the size of Allentown-Easton ? 

Mr. Koun. I understand there are going to be Zenith representa- 
tives. I know as far as our local installations that we can put them 
in, or the franchise holder, whoever has them, but I am sure that on 
the basis of just the publicity—I was going to say the notoriety—of 
this application that we put in that our town is probably more pay TV 
conscious than any city presently in the United States. 

Senator Brste. Any further questions? 

Thank you very much, Mr. Kohn, for your very able presentation. 

TI think your exhibits have been most helpful and will be most help- 
ful to this committee. 

We will stand in recess until 10 o’clock tomorrow morning. 

(Whereupon, at 4:35 p. m., the committee adjourned, to reconvene 
at 10 a. m., Tuesday, April 24, 1956.) 
(Mr. Kohn’s exhibits are as follows :) 


ExuHisir A 


Documentary exhibit of WFMZ-TV’s community interest and public service 
conscience as indicated by just one daily (Monday through Friday) program 
and during only the 4-month period WFMZ-TV was on the air 


WFEMZ-TV “7-9 SHow” EpUCATIONAL AND ENTERTAINMENT FEATURES 
(Daily (Monday-Friday) 7-9 p. m., local live—December 1954—-April 1955) 


Feature 
1. Lehigh County Medical Society (15 minutes per) : 
(a) Dr. Eddinger—The County Health Unit 
(b) Dr. Eddinger—How a CHU Operates 
(c) Dr. Gabriel—Cancer of the Stomach 
(d) Dr. Gabriel—Treatment of Stomach Cancer 
(e) Dr. Hyman—Stomach Ulcers 
(f) Dr. Marger—Diseases of the Heart 
(g) Dr. Marger—Treatment of Heart Diseases 
(h) Dr. Cunin—The Ear and How It Works 
(i) Dr. Cunin—The Ear (continued) 
(j) Dr. Lachman—Diseases of the Eye 
(k) Dr. Lachman—Treatment of Eye Diseases 
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WFMZ-TYV “7-9 SHow” EDUCATIONAL AND ENTERTAINMENT FEATURES—Continued 


Feature 
2. Red Feather Agency (25 minutes per) : 


(a) YMCA 

(b) Boy Scouts 

(c) YWCA 

(d) Public Health Nursing Association 
(e) Jewish Community Center 
(f) Child Guidance Clinic 

(g) Girl Scouts 

(h) Girls Club. 

(i) Wiley House 

(j) Family Service 

(k) Osteopathic Hospital 

(l) Lehigh Community Council 
(m) Lehigh Community Chest 
(n) Boys Club 


3. Lehigh Valley Industry (25 minutes per) : 


(a) Vale Chemical Co. 

(b) Bethlehem Furniture Manufacturing Co. 

(c) Reichard’s Fertilizer Co. 

(d) Lehigh Portland Cement Association ‘ 
(e) J. M. Glowatsky Trucking 

(f) Lehigh Structural Steel 

(g) Lehigh Valley Gas Division 

(h) Bell Telephone Co. 

(i) Pennsylvania Power & Light Co. 

(j) Palmerton (N. J.) Zinco Co. 

(k) Palmerton Cable Co. 

(1) Slatington Kern Antenna System 

(m) Bid Red Slate Co. 

(n) Clayton Dress Manufacturing Co. 

(o) A& B Meats—‘Selecting a Grand Champion Steer” 


4. Other campaigns (20 minutes per) : 


(a) Lehigh Crippled Children’s Society (Easter Seals) 
(bv) Lehigh Chapter American Red Cross 

(c) American Heart Association Heart Fund 

(d@) March of Dimes Drive 

(e) Lehigh Valley Safety Council 

(f) Air Force Recruitment Demonstration 


5. Sports features (30 minutes per) : 


(a) Show dogs (5) 

(b) Archery demonstrations (12) 

(c) Studio rifle shoots (16) 

(ad) Boys Club boxing (6) 

(e) Hunting and fishing talks (4) 

(f) Table tennis tourneys (3) 

(g) College fencing demonstrations (3) 

(h) College and high school wrestling demonstrations (7) 
(i) Lehigh Valley Chess Club (1) 

(j) High school and collegt basketball demonstrations (6) 
(k) Bowling demonstrations (2) 

(1) In-studio meeting of Little League Baseball (1) 

(m) Bicycle racing demonstration (1) 

(n) Ice Vogues Stars, interview (1) 

(0) Model plane demonstration (1) 

(p) Model train races—YMCA—Y’s Men’s Association 


6. Other weekly features (10 minutes per) : 


(a) Book reviews (9) 
(b) Know Your Civil Servants: 
(1) Mayor Diefenderfer (Allentown) 
(2) Mayor Morse (Easton) 
(3) Lieutenant Thomas (police department) 
(4) Chief Reilly (police department) 
(5) Burgess of Palmerton 
(6) Russell Bender, fire chief 





TELEVISION INQUIRY 1131 


WFMZ-TV “7-9 SHow” EDUCATIONAL AND ENTERTAINMENT FeaTuRES—Continued 


6. Other weekly features (10 minutes per)—Continued 
(b) Know Your Civil Servants—Continued 
(7) Walter Flores, fire chief 
(8) Lieutenant Geisinger, traffic control 
(c) Reading Is Fun—9 programs (30 minutes per) presenting panels of 
first through ninth grade schoolchildren in cooperation with the 
Allentown Public Library and the American Association of Uni- 
versity Women. 
7. Travel features (15 minutes per) : 
(a) John Zamborsky—Allentown’s Good Will Ambassador to Greece 
(0b) Australians John Burke and Colin Smith, visitors 
(c) Fred Coleman—tTravel abroad 
(d) Judge Henninger—My European trip 
(e) Andrew Gih—Chinese Christian evangelist 
(f) Prof. Leon Godshall—Student travel abroad 
(9) Mrs. Jenson—How a travel bureau operates 
(h) Mrs. Roth—Travel to South America 
(i) Fred Blume—TWA transportation agent 
(j) Alfred Wenz—How AAA operates 
8. Hobby features (15 minutes per) : 
(a) Mrs. William Guth—Doll collecting 
(6b) Moulton Franz—Raising champagne rabbits 
(c) Chas. Renfrew—Hunting uranium 
(d) Bernie Alper—How to write a salable story 
(e) Jack Heinz—How to write a song and publish it 
(f) Doris Blanchard—Bell collecting and playing same 
(9g) Mrs. Helen Kickline—Doll collecting 
(h) Frank Saurman—Typewriters, old and new 
(i) Rev. Norman Cressman—Stamps as a hobby 
(j) Willard Otto—Raising chinchillas 
(k) Wendling Bros.—Old cars as a hobby 
(lt) William Behler—Dry brush painting 
9. Occupations (20 minutes per) : 
(a) John Heyl, architect 
(b) John Klaus, modern burglar alarm 
(c) Auctioneers, Quakertown Farmers’ Market 
(d@) Don Dix, business manager, minor league ball club 
(e) Mr. Beveridge, gem cutting 
(f) Bob Smith, stockbroker 
(g) Rev. Arthur Sherman, ministerial association 
(h) George Reinert, Lanker 
(i) Alberta Moffa, theater owner 
(j) Dr. John Weinlick, history of Moravian Church 
(k) Abe Benioff, furrier 
(1) Joy Manger, window dressing 
(m) James Musselman, high school art teacher 
(n) Jack Berliant, TV equipment dealer 
(0) Bob Dilient, high school driver training teacher 
10. Special events: 
(a) Special Easter service—Choir and minister 
(b) St. Catherine of Sienna RC Boys Choir—50 voices 
(c) Bethlehem Civic Little Theater promotion 
(d) Special appearance of Sloan Simpson and Ted Lawrence 
(e) Mrs. American Lehigh Valley winner and finalists____._.___.__ 
(f) Guest appearance of Gene Autry and Annie Oakley 
(g) Easter seals interview with Ted Berger 
(h) History of S atington 
(i) Emmaus Magic Show promotion 
(j) Gay Nineties promotion for Sears, Roebuck 
(k) Art contest sponsored by Pennsylvania Power & Light 
(lt) Coplay Kotary Club 
(m) JCC Voice of Democracy winners and awards 
(n) Flag raising at Iwo Jima, film and interview 
(o) Brotherhood Week observance, JCC 
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WFMZ-TY “7-9 SHow” EpuCATIONAL AND ENTERTAINMENT F'EATURES—Continued 
10. Special events—Continued 


LEHIGH VALLEY MUSICAL ORGANIZATIONS AND TALENT APPEARING ON WEMZ “7-9 


SO G0 SUS OV ye 99 ND 


(p) Crime Prevention Week, Judge Henninger 
(q) National Boy Scout Week 
C9) BRR We ae a aii pa ceed tahitian cs aibenadeea aa 
(s) Junior Chamber of Commerce Week 
(t) YWCA centennial observance 
ak) RR Ra SN cocaine 
(v) Lehigh Valley Blind Association sewing demonstration 
(w) Willkie Foundation tool demonstration 
(v2) Culligan soft-water demonstration___.......-_-__..__-_-___. 
(y) Thomas Mullen, president of Lehigh Structural Steel, the Kift 

TRU ir rR cetenioaienieianaie gations 
C2) SR ar aise ers ase eanimonewuaessmns 
(aa) Black & Decker do-it-yourself demonstration 
(DG) : ARROW. Tee © epi ne ann camaaetneaas 
(cc) Allentown Civie Little Theater promotion 
(dd) Change in social-security law—Mr. Irwin 
(ee) "PTA. CORIG DONE ert rd tale tiicnicetonneumepcnm 
(ff) Thomas Ferrell—F ather of first born of 1955. 
(99) Boy Scout eagle court of honor 

Total, 77 hours 


SHow” DuRING PERIOD DECEMBER 1954—APriL 1955 


. John Oberle—Organ 


Joe Simon—Accordion 
Earl Keller Orchestra—Hillbilly 
Tune Dusters Band—Hillbilly 


. All Girl Orchestra—Pop 
. Harmony Kings Orchestra—Polka 


Diane Beitler—Vocal 
Frank Sevak Trio 


. Three Chords and Three Coeds—Vocal 
. Harrison Morton Junior High School Band 
. Miles Batt—Vocal 

. Jerry Bender Orchestra—Pop 

. Allentown String Band 

. Richard Tarnow—Accordion 

. Lindy Calvert—Vocal 

. Frances Salvagio—Vocal 

. Phyllis Litzenberger—Organ 

. Martha Hill—Vocal 

. Shirley Dietz—Irish harp 

. Eleanor Keim Mengal—Marimba 
. Polka Teens Band 

. Judith Ann Heyer—Vocal 

. Lydia Kleintop—Tap dancer 

. Karl Braun—Comedian 

. Kal’s Kids—Pantomime 

. Delores Wasilowsky—Acrobatic 
. Ron Scheirer—Vocal 

. Margaret Lilly—Organ 

. Pat Lynch—Vocal 

. Robert Vogel—Vocal 

. Meltzer Western Band 

. Mrs. Lawrence Coons—Trick drawing 
. Phyllis Gruenstein—Vocal 

. Fenstermacher Rube Band 

. Lloyd Anderson—Organ 

. Pat Floyd—Vocal 

. Betty Pollitt—Vocal 

. Ruth Wren—Impressionist 

. Woodlawners—Pantomime 








Minutes 
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LEHIGH VALLEY MusIcAL ORGANIZATIONS AND TALENT APPEARING ON WEF'MZ “7-9 
SHow” DuriIne PeRiop DeEcEMBER 1954—Aprit 1955—Continued 


. Carl Schreider—Vocal 
. Kitty Webber—Vocal and organ 
2. Dorothea Costa—Vocal 
. Lucy Meck—Vocal and dance 
. Ken Zimmerman—Vocal 
5. Mark Bader—Piano 
. Natille Levitt—Piano 
. EC Boys’ Gospel Team—Vocal 
8. Margaret Varga—Vocal 
. Ron Scheirer—Vocal 
50. Brown Brothers—Accordion 
51. BeeBoppers Kids Orchestra 
52. Allen Green—Accordion 
53. Tonettes—Vocal 
54. Edmund Kresley—Dancer 
55. Slatington High School Band 
56. Paige LeSavoy—Pantomime and dance 
57. Russ Yarchak—Harmonica 
58. Kid McCoy and His Saddle Pals—Western 
59. Slatington High School Girls Trio—Vocal 
. Merle Becker and Kids—Square dancing 
. Flora Haines—Vocal 
. Glenwood Quartet—Vocal 
338. JCC Chorus and Dancers 
. Mary Lou Heffley—Vocal 
. Phillips Accordion Band 
. Walt Groller and Orchestra—Polka 
. Bill Feldman—Vocal 
. Masquerade String Band 
. Doe Herbert—Pantomime 
. Marie Morrow—Vocal 
. Whitehall Township High School Chorus 
. Bill Cooper Orchestra—Pop and polka 
. Betty Pollitt—Vocal 
. Bruce Kinkel—Vocal 
5. Society Six—Combo 
Bill Hawk’s Merrymakers—Western 
. Northampton High S¢hool Band 
. Robert Daughters—Vocal 
9. Night Owls Orchestra—Pop 
30. Lorraine Brandt—Vocal 
81. Allentown Canaries Orchestra—Pop 
. Polka Teens Band 
3. Joe Basilone—Accordion 
4. Hill Twins—Vocal 
5. Cynthia Johnson—Vocal 
. Jim Smith and Square Dancers 
‘7. Accordionaires Band 
8. Jack Green—Magician 
9. Edward Greenawald—Pantomime 
90. Ruth Ann Greenawald 
#1. American Legion Drum and Bugle Corps 
2. Polka Hops Band 
. Pop Joe and His Mountaineers—Western 
. Lance Johnson—Vocal 
. Jolly Cavaliets Orchestra—Pop and polka 
. Tim Bortz Orchestra—Pop and polka 
. Riverside Seven—Combo 
. Cordella Quigg—Twirler 
. Ukranian Male Chorus 
. Joe Timmer Orchestra—Pop and polka 
. Neil Klein and Kids—Pantomime 
. Merle Letout—Vocal 
. Raoul Shorr—Vocal 
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LEHIGH VALLEY MUSICAL ORGANIZATIONS AND TALENT APPEARING ON WF'MZ “7-9 
SHow” Durine Pergiop DecEMBER 1954—-ApRIL 1955—Continued 


104. Harmony Kings—Polka band 

105. Women’s Club Octette—Vocal 

106. Delores Parvel—Vocal 

107. Joanne Vettle—Vocal 

108. Shirley Kline—Piano 

109. Catherine Engler—Marimba 

110. St. Elizabeth Roman Catholic Church Choir 
111. Western Electric Male Choir 

112. Pennsylvania Power & Light Chorus 
113. Beethoven Mannechor. 

114. Allentown High School Drum Majorettes 


Hours breakdown of “7-9 Show” 


December 1954- Yearly 
April 1955 projection 


Educational features. 77 231. 
Entertainment 123 396 


Summary of WFMZ-TV past operation ’*—Numbers of hours devoted to specific 
program types 


Septem- | Decem- June- 
r- ber- July- 
October- | January- Angust Total Percent 
Program type Novem- | Febru- 1955 hours of total 
ber 1954 | ary 1955 (a3 
(13 (13 weeks) 
weeks) | weeks) 


Education 

News and sports 
Feature film 

Live entertainment 


oe operated from Dec. 5, 1954, to Apr. 15, 1955, at which date it suspended its operation. 
0 service. 
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[Exhibits D-1, D-2, D-3, and E could not be reproduced but are on file with 
the committee] 
Exuisit E-1 


The vital need for local expression in more communities—State by State analysis of 
allocated commercial channels actually in operation 





















6th report Commercial channels in operation 
allocations 
State 
VHF | UHF | VHF |Percent; UHF | Percent} Total | Percent 
POR Sori badctanaaudoehien 7 34 6 86 2 6 8 20 
OE Bk vntiinine cieecatmdnttienwite 13 15 7 54 0 0 7 25 
Po tbcnccc<keiccadinndcameues 7 29 4 57 1 3 5 14 
CL ocean ec ekietbe ote ae 28 58 23 82 6 10 29 34 
Colorado. ....-.-. ida batnnamaoemnsae 11 25 8 73 0 0 8 22 
iain nic deirnddibecenenss 2 11 1 50 4 36 5 38 
SN Sr iiksisinns cgnedibnscacscdonc: acsonioke 1 2 1 100 0 0 1 33 
Pe Rairvdwwnuvtacnaccsancaneaieatl 14 38 10 71 5 13 15 29 
CON Shige adndadidododudaueds 13 35 12 92 1 3 13 27 
BOR tides ciara dcddddantomedadede 14 12 5 36 0 0 5 19 
PE Bile tuiinnenntoiadsdunekadieaiic 9 44 Q 100 8 18 17 32 
BNL 5 «sacs sakiseritpinitecheisonsesvadeepil elaine 7 36 4 57 8 22 12 28 
a ee es oe Oe ll 44 10 91 1 2 ll 20 
pS SEs ae eS ee aE 11 35 6 55 1 3 7 15 
I iesccn cte eed cee eecale 4 32 2 50 2 6 4 ll 
MN So cicciccncitdnnoussitec se 9 34 8 89 3 9 ll 26 
Gn a oe uate ae & 18 5 63 0 0 5 19 
i Fs etd Ts oe ce 3 10 3 100 1 10 4 31 
Massachusetts.............-.---.-.-- 3 19 2 67 4 21 6 27 
Re sc ale as 21 44 11 52 3 7 14 22 
a ere 13 34 8 62 0 0 8 17 
I are Sek Ae a) 9 28 6 67 0 0 6 16 
I te ee D 16 35 15 94 1 3 16 31 
pS Re a ee 17 17 4 24 0 0 4 11 
a sie ete a tar lt 14 19 7 50 0 0 7 21 
RR to A eB ee 13 7 3 23 0 0 3 15 
ee 0 aa eres 1 10 1 100 0 0 1 9 
oe it... a Ment SIRE RGR 0 8 0 0 0 0 0 0 
HR cL. ssh nonce aeunena aie 12 20 4 33 0 0 4 13 
DU I ign ive cks actin dade msmeade 21 35 19 90 3 9 22 39 
UNG TI on oa stints 12 37 9 75 4 ll 13 27 
Deets TN ooo tee ccn den nndocs 14 13 6 43 0 0 6 22 
oe et ee a 13 42 13 100 6 14 19 35 
a 10 40 8 80 0 0 8 16 
ee get 9 22 4 44 1 5 5 16 
I cs cin ite 10 46 9 90 14 30 23 41 
I eo 2 1 2 100 0 0 2 67 
South Carolina_ 6 23 5 83 3 13 8 28 
South Dakota_- ll 16 3 27 0 0 3 ll 
‘Tennessee. ___ 13 36 ll 85 1 3 12 24 
exas.... 44 121 34 77 3 2 37 22 
Utah.____ 10 8 3 30 0 0 3 17 
Vermont. 1 8 1 100 0 0 1 ll 
Virginia___ 9 25 8 89 2 8 10 29 
Washington ll 28 8 73 2 7 10 27 
West Virginia 8 16 6 75 1 6 7 29 
Wisconsin___ 10 33 9 90 4 12 13 30 
Wyoming. .-..__- 9 17 1 11 0 0 1 4 
District of Columbia- 4 3 4 100 0 0 4 57 
I oe o ea ete 518 | 1,323 348 67 95 | 7 443 24 





1 New Jersey channel 13 included in New York totals for V allocations. 
The map accompanying this table is on file with the committee. 
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Exursit G-5 
Analytical study of community antenna systems in the United States (by States) 














esha Number of subscribers 
Num 
States el of sys- 
tems Present | Estimated 
potentia} 
Rs inns dnbuabisnduieciin cdr wascatemeeoaeaiamaen sas here 52, 554 4 2, 750 12, 000 
IN ii chncis gi ede each nis ctacacikabh aeatinnciniaaaanentemema aan 41, 428 7 4, 200 9, 200 
ira nical snd bol cinteimanth iain ced ici 33, 931 6 2, 770 5, 500 
I dies lad hace sd se aseecas vies eae nse aap Oia 774, 937 26 13, 318 32, 050 
aii ss calisia nl ancinin Seetiaind sje Sade mip Renee 52, 556 12 3, 790 7, 100 
PR oo acidic caccdtcccduicd dunavatiohesadss dena’ 2h, 433 DiRcinesuccstane. 6, 000 
I a OO le ee Cees 77, 357 ll 4, 206 8, 205 
NN Ssh ne ts cnuicn ea aes eis e eeeeee 20, 567 3 1, 950 6, 050 
Dns Acinckbabindindannacvknwaddadhaeaemunehredaceeied 2, 027 1 100 175 
Niseko atts neiencone me sinrined Avec nsaica mnie etic eede 64, 625 2 2, 900 3, 300 
a inven bicininianisic ain iia ase Gel 1, 634 TU sicatortai edi Mi aan 
I 2 SE i sic coierccicn nin mepertehaa aia oleae air eweetee 78, 568 20 2, 942 5,317 
a ara seh lsd ngsvnsmsapoie ap allalecpaie denon ee 8, 377 Bs ctiracacciule 1, 000 
os ie nea ne hema masse tien Sina 41, 538 4 5, 378 15, 550 
I  cipcniccnckckhotcnannicaumkaeen bean Raaaaeee 15, 052 3 1, 495 4, 750 
EE SS eS ee ere es. 178, 306 5 1, 160 6, 150 
Riches cnc ins asses accounaipec Saas ecininio dete alka ae 12, 808 2 100 3, 000 
I alee eG ae 111, 160 6 2, 617 17, 200 
I oid cee ik a ccs ate kena Re eA ACL REE 15, 064 § J eewnesewns cdewtwnedacess 
a at scan hisses oes cdl canes ataddaakeaacin eG Ga a 78, 896 10 5, 942 19, 950 
a ee ae Cee 23, 973 3 1,155 2, 200 
SN Gos ka eben pacha tonne’ 46, 093 3 1, 000 11, 750 
IID icant: srsinseiioteiasaathcineatinabea eeaciesiascnan 46, 998 3 600 2, 
EEE SI LES TLE ES 8, 185 1 210 2, 000 
SN INI sn isiececearsiesctstenine tial ciinces etbiniiadieiibnasehiae eatin aceseall 37, 964 4 3, 450 11, 400 
DR gscnccchackanoaunlknansbeneycadwanes seca 266, 887 28 0, 434 41, 700 
I elt sik caci gents inbiindien tama ibaalunbanaiamaaae 64, 226 9 5, 728 10, 550 
Dh th thcamidicadsacnaneibakssguakoknbaehewade 29, 567 4 2, 240 5, 800 
Nahi tia cn cvcidendanibdbaonniemedatameedhicnide 473, 662 16 8, 040 20, 945 
INS Si dccncindangeduaubeaasabwinionuieaseculie 5, 035, 919 77 74, 662 109, 750 
I IN cinascenntinnnivainch ncneetinm akedbaiplesibamisehacbiniial 2 30 3, 700 
3 1, 925 4, 500 
20 11, 390 27, 550 
3 700 2, 420 
12 8, 065 17, 950 
4 1, 850 6, 700 
2A 19, 467 47, 575 
36 15, 375 34, 750 
4 730 3, 550 
ll 6, 455 18, 400 


397 229, 124 549, $12 





SS! Sesessssss | ~— | 2 


Sssssq5: 


SVS SO SOVoeoosescss 


TELEVISION INQUIRY 1159 


Exursir H 


Prorosep TyPIcAL WFMZ-TV WEEKLY ProcrAmM SCHEDULE FoR REGULAR AND 
SUBSCRIPTION TELEVISION SERVICE 


(Portions that are shown in blocks are subscription programs) 


TYPICAL WEEKLY PROGRAM SCHEDULE 


Movie Matinee 


Bandstand 67 
local-Live 


Children's Pro. 
local-Live 


Nevs - Sports 
Locel-Live 


Syndicated Fila 


Local-Live 


Nevs - Sports 
Llocal-Live 


Western Filz 


Sports Show 
Llocal-Live 


Footbell Preview 
hig! D ambo fehigh Vall ambo lehigh Valley Jambo 
local local-Live 
Feature Fil» Feature Film 
SIGN OFF SIGN OFF 
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TYPICAL WEEKLY PROGRAM SCHEDULE 
September - October - November 


2:30 


3:00 


4:00 





4:30 This if the Life 





Relig. Film 

5:00 The Big Picture 
Arny Fils 

6:00 News - Sports News - Sports News - Sports News - Sports 
Local-hive Local-Live Local-Live Local-Live 

6:30 Week in Review Week in Review Week In Review Week in Review 
Local-Live Local-Live Local-Live local-Live 

7:00 Syndicated Filz Syndicated Fila Syndicated Film Syndicated Film 

7:30 n * * 7 

8:00 Broadway Preview = Met. Opera Preview ® 

8:30 oadway Play High School Football Met. Opera Gala High School Football 

: Film - Friday's Geme Performance Film - Friday's Game 

10:00 Feature Filz Feature Filz Feature Film Feature Fils 

11:30 Sews - Sports Heve - Sports evs - Sports News - Sports 
local-Live Local-Live Local-Live Local-Live 

12:00 SIGN OFF SIGH OFF SIGN OFF SIGN OFF 


Analysis of hours of typical week devoted to subscription TV 


Commer- Educa- 
cial sub- | tional sub- Free Total 
scription | scription 














itn snidsnkscccacccegneeaml iio 15 15 49 7 
NING OE OUNEE GEER 6 binaries kccincconadasesacwnaiacs 19 19 62 100 
Exursit I 
Summary of income potential 
SUBSCRIPTION TV PROGRAMS 

Families 
5,000 25,000 | 75,000 100,000 150,000 200,000 
HIGH ESTIMATE 
Average weekly..............-. $15, 625 $78, 125 $234, 375 $312, 500 $468, 750 $625, 000 
Average monthly.-_.........-- 67, 708 338, 540 | 1,015,620 | 1,354,160 | 2,031, 240 2, 708, 320 
Average yearly. .............. 812,500 | 4,062,500 | 12,187,500 | 16, 250,000 | 24,375,000 | 32, 500, 000 
AVERAGE ESTIMATE 
Average weekly............... 10, 625 53, 125 159, 375 212, 
Average monthly. ___- 


500 000 
Asser 46, 041 230, 205 690, 615 920,820 | 1,381, 230 1, 841, 640 
Average yearly. .............-. 000 75, 000 000 


552,500 | 2,762,500 | 8, 287,500 | 11,050, 
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Exurs1r J—Continued 


Summary of income potential—Continued 
SUBSCRIPTION TV PROGRAMS—Continued 


Families 


Average weekly... 5 $5,125 |. $25,625 $76, 975 
Average monthly . 22, 208 111, 040 333, 120 
Average yearly... 266, 500 | 1,332,500 | 3,997, 500 


REFLECTING 50 PERCENT REDUCTION IN CHARGES 


HIGH ESTIMATE 
$401, 250 | $2,031, 250 | $6,093, 500 | $8,125, 000 |$12, 187,500 | $16, 250, 000 
AVERAGE ESTIMATE 
Average yearly 276,250 | 1,381,250} 4,143,750] 5,525,000 | 8, 287,500} 11,050, 000 
LOW ESTIMATE 


Average yearly 666, 250 | 1,998,750 | 2,665,000 | 3,997, 500 5, 330, 000 


Income potential, September, October, November—Monday through Friday 
HIGH ESTIMATE 


Families 


Rating} 5,000 25,000 75,000 100,000 | 150,000. | 200,000 


$5, 000 
625 L ss 5, 000 
625 5, 
30 7, 500 22, 500 60, 
High school football: Friday, 8 to 
10 p. m. (fee, $1) 35 | 1,750 | 8, 750 26, 250 70, 


AVERAGE ESTIMATE 


75 | 75 
75 375 
75 375 
20 1,000 5, 000 


*; 1,200 | 6, 250 | 


LOW ESTIMATE 
| 


ce. $1) ) 
Highveshool’ football: Friday, 8 to 
10 p. m, (fee, $1) 
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Income potential, comparative program rating bases, September, October, 
November—Saturday 


High Average Low 


—___ 


Percent 
College football! (local): 2 to 4 p. m.; fee, $1 15 10 
Evening feature film: 8 to 10 p. m.; ‘fee, $1 20 10 
} football: 8 to 10 p. m.; fee, $1 15 10 


Income potential, September, October, November—1st and $a Saturdays 
HIGH ESTIMATE 


Rat 
eee 5,000 


Col foothall: 2to 4p. m.; fee, $1 20 | $1,000 
Evening feature 4 8to10p. m., 2dand 

4th Saturdays, fee, $1 30 1,500 
College football: 2 to 4 p lee, $1 20 | 1,000 
Professional football: 8010p. = fee, $1... 20; 1,000 


AVERAGE ESTIMATE 


College football: 2 to 4 p $1 15 750 | 3,750 
Evening feature film: 8 t to 10p Pp. m., 2d and 

4th Saturdays; fee, $1 20 | 1,000; 5,000 
College football: 2 to 4 p. m.; fee, $1 15 750 | 3,750 
Professional! football: 8 to 10D. m.; fee, $1. 15 750 | 3,750 


LOW ESTIMATE 


College football: 2 te 4 10 500 | 2, 10, 000 
Evening feature film |, am8.§ 

and 4th Saturdays; fee, 10 500 | 2, 10,000 | 15,000 
College foothall: 2 to 4 10 500} 2, 10,000 | 15,000 
Professional football: 8 t¢ is i 10 500 | 2, 10,000 | 15,000 


Income potential, comparative program rating bases—September, October, 
November—Sunday 


Average 


Professional! football: 2 to 4:30 p. m.; fee, $1 

Allentown Symphony: 3 to 5 p. m.; "fee , $1 

Philadelphia or New York Puiermeats Orchestra: 3 to 5 p. m.; fee, $1... 
pet dl pa 8:30 to 10 p. m.; fee, $2 

High-schoo! football (film): 8:30 to 10 p. m.; fee, $0.50 

Metropolitan Opera gala performance: 8: 30 to 10 p. m.; fee, $1 
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Income potential, September, October, November 
HIGH ESTIMATE 


a nn ns I9.$9 39 3 93959I99990909090I0I0I0I00090959500S Ii Iii 


Families 
Time Rating | 
(per- 5,000 25,000 | 75,000 | 100,000 | 150,000 | 200,000 
cent) 
sxzssesusnisssiittieiaseianta iain einen apices ie —— 
Ist Sunday: 
Professional football game, 2-4:30 
0: i: Se i aciieainnneanene 20 | $1,000 | $5,000 | $15,000 $20, 000 | $30,000 | $40,000 
Broadway play, 8:30-10 p. m. Fee, 
Diicivesionctdiaaceedddudemminwionens 40 4, 000 20, 000 60,000 | 80,000 | 120,000 | 160,000 
2d Sunday: 
Allentown Symphony, 3-5 p. m. 
FG: Ds icdicntacnanainciennnenia 15 750 3, 750 11, 250 15,000 | 22,500; 30,000 
High "school football film, 8:30-10 | 
ee ee 15 | 375 1,875 5, 625 7, 500 11, 250 15, 000 
3d Sunday: 
Professional football, 2-4:30 p. m. 
PO Gan ndiitemiathcnteniniaeeos 20 1,000 5, 000 15,000 | 20,000 | 30,000, 40,000 
Metropolitan Opera gala perform- 
ance, 8:30-10 p.m. Fee, $1_....-- 15 750 3, 750 11, 250 15,000 | 22,500 | 30,000 
4th Sunday: 
Philadelphia or New York Phil- 
harmonic Orchestra, 3-5 p. m. | 
WOR, Gitistncucanbescdsonkachnede 15 750 3, 750 11, 250 15,000 | 22,500} 30,000 
High ‘school football film, 8:30-10 | 
Pi. WOR, QR0Ussncc0c..2<.....- 15 375 | 1,875 | 5,625 | 7,500} 11,250 15,000 











AVERAGE ESTIMATE 





























ist Sunday: | 
Professional football, 2-4:30 p. m. | 
BE liad dene tethdiedsi angle thebeats 15 750 3,720 11, 250 15,000 | 22,500 |} 30,000 
Broadway play, 8:30-10 p.m. Fee, 
i eaia hart eatin lisa tail 30 | 3,000 15,000 | 45,000 | 60,000 | 90,000 | 120,000 
2d Sunday: 
sas Symphony, 3-5 p. m. 
Ee 10 500 2, 500 7, 500 10, 000 15,000 | 20,000 
High school football film, 8:30-10 | 
TT, PGs Ce cdstennakiicknen 10 | 250 1, 250 3, 750 5, 000 7,500 | 10,000 
3d Sunday: 
Professional football, 2-4:30 p. m. | 
WON tnsG: cadiameuunestnane sos 15 750 3, 750 11, 250 15,000 | 22,500 | 30,000 
Metropolitan Opera gala — | 
ance, 8:30-10 p.m. Fee, $1-__ .- 10 500 2, 500 7,500 | 10,000 | 15,000 | 20,000 
4th Sunday: | 
Philadelphia or New York Phil- 
harmonic Orchestra, 3-5 p. m. | 
PO thats chatkh kbd sce comiied 10 500 2,500 | 7, 10, 000 15,000 | 20,000 
High school football film, 8:30-10 | 
Be WUNp Mca sccetonacens 10 259 | 1,250 | 3,750 | 5,000 | 7,500 | 10,000 
a | 
LOW ESTIMATE 
| | | 
Ist Sunday: | 
Professional football, 2-4:30 p. m. | | 
i ee ae eee 10 500 | 2, 500 7,500 | 10,000 15, 000 20, 000 
Broadway play,8:30-10 p.m. Fee, | | 
adie ac dani medina me miciearneeliadell 20 | 2,000 10, 000 30, 000 40, 000 60, 000 80, 000 
2d Sunday: 
a Symphony, 3-5 p. m. | | 
WO We hae kc cock eenci 5 250} 1,250) 3,750! 5,000} 7,500] 10,000 
High school football film, 830-10 
See > as 5 | 125 625| 1,875] 2,500| 3,750] 5,000 
3d Sunday: | 
ah gg football, 2-4:30 p. m. | 
NOUN I csctaslad chain Rectcotile Sac Avareishasionanet 10 500 2, 500 7, 500 10, 000 15,000 | 20,000 
ueinaiian Opera gala perform- 
ance, 8:30-10 p.m. Fee, $1..-.--- | 5 250 1,250 | 3,750 5, 000 7, 500 10, 000 
4th Sunday: | | 
Philadelphia or New York Phil- | 
harmonic Orchestra, 3-5 p. m. 
i cian ach tattered dectines 5 250 1, 250 3, 750 5, 000 7, 500 10, 000 
High-school football film, 8:30- -10 | 
iM, . POR Gees dedntactccwseces 5 125 625 1, 875 2, 500 3, 750 5, 000 
| 








TELEVISION INQUIRY 
(Subscription TV) 


TUESDAY, APRIL 24, 1956 


Untrep States SENATE, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
G-16, the Capitol, Hon. John O. Pastore presiding. 

Present : Senators Pastore and Schoeppel. 

Senator Pastore. If we are all ready, we will commence these hear- 
in 


To begin with, the distinguished former chairman of this commit- 
tee, and the present Governor of Colorado, Edwin C. Johnson, had 
intended to appear and offer a statement to the committee on subscrip- 
tion television. Because of circumstances beyond his control he is 
unable to appear in person but has forwarded his statement as he 
prepared it, and as he intended to submit it to this committee. 


Governor Johnson’s leadership and interest in the field of communi- 
cations, particularly broadcasting, are well known, and the commit- 
tee is most fortunate indeed to have the benefit of his views. 

Without objection, Governor Johnson’s statement will be made a 
part of the record. 

The chairman of the committee, Senator Warren G. Magnuson, had 
intended to read a general summary at this time, but unfortunately he 
is detained and unable to be present, and Mr. Cox will read the state- 
ment, or the summary, in his stead. 

Mr. Cox. Governor Johnson’s statement was motivated by the fact 
that the present television system falls far short of filling the poten- 
tial of serving the public which it has the technical ability to accom- 
plish—a failure prominent in Colorado and the Western States. 

He believes it imperative that the Nation shall have: First, an 
equitable and fair distribution of television facilities; second, a com- 
petitive system that will avoid monopolies in the industry, and among 
the big advertisers that use it; third, a system of television that will 
advance baseball, a field in which he has particular interest, instead 
of killing it; fourth, a system of television which would provide the 
public with many educational and high quality television programs 
which advertising is unable or unwilling to bring, for economic or 
other reasons; and, finally, a system of television which by virtue of 
competition may eliminate advertising excesses and tend to improve 
the quality of programs. 
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He expresses concern about the lack of local competitive stations, 
Only 275 communities now have local television stations, and 60 per- 
cent of these cities have only one local television station. 

In Colorado, he points out, 4 of 23 cities allocated channels have 
local television stations; in Montana only 4 of the 26 cities allocated 
TV channels have local stations; in Wyoming, only 1 of 23; in Idaho, 
4 of 21; in Utah, 1 of 11; in Arizona, 4 of 22. The impact of this is 
illustrated in connection with the various proposed amendments to 
the Communications Act which would make television more freely 
available for use by political candidates. He points out that these 
are worthy objectives but of little practical significance in the States 
in the Rocky Mountain area because of the hmited number of local 
television stations available for such purposes. 

Under the present system of advertising support, the people of 
Colorado pay the same price for a bar of soap or a tube of toothpaste 
as the people elsewhere in the Nation, but they are receiving very 
little television service in return. National advertisers tend to broad- 
cast programs into an average of only 60 to 65 top markets. Denver 
is the only city in Colorado which is a “must buy” market on CBS 
or NBC, while Wyoming, Nevada, Montana, Arizona, and New Mex- 
ico do not have a single “must buy” market on any of the national 
network lists. With the limited number of stations now available, the 
preemptive use of television time by large advertisers tends to make big 
business bigger and small business smaller, all to the detriment of the 
development of local community economics and forms of expression. 

The inadequate number of competitive television stations in mar- 
kets under present circumstances leaves the small-business man with- 
out a television outlet for his advertising. Governor Johnson does not 
criticize the national advertisers’ use of television, but emphasize the 
necessity for outlets available on a local level for the local advertisers, 
the local charitable, religious, and educational organizations. 

In discussing the allocations plan and the various suggestions con- 
cerning its change, Governor Johnson states that whatever the alloca- 
tions plan that may be adopted, it will have meaning to the public 
only if the stations made technically possible on paper can actually 
be brought to life. The provision of additional sources of economic 
support carries far more hope than a mere technical change, in his 
view. He does not dispute the impact certain allocation changes 
ee have in particular markets now without adequate competitive 
facilities. 

However, he is concerned as to how television service will get to 
small communities in the Rocky Mountain area, and similar areas in 
the country, where the problem is not UHF or VHF but, rather, the 
need for a new source of revenue and high quality programs to sup- 
plement limited advertising support, and to make up for lack of 
network programing. Something supplemental is needed, he says, 
because even if all of the markets were either UHF or VHF, according 
to CBS, advertising could support less than 600 stations in 217 markets 
in the foreseeable future. 

Governor Johnson believes, therefore, that subscription television is 
the only source of additional revenue and high quality programs avail- 
able which has the potential of increasing the limited amount of 
service now in existence. He was favorably impressed by Commis- 
sioner Lee’s proposal in Look magazine, wherein it was suggested 











ooo 


mn ae ~~ -* 
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that subscription television programs be limited to 10 or 15 percent 
of a station’s time on the air. Thus 85 percent of its time would 
be available to the public for other purposes—for instance, for local 
advertisers, who now do not have an opportunity to use this medium. 

More new stations would give independent producers of programs 
outlets for their products. New stations and competitive sources of 
programs would substantially reduce the possibility of monopolies 
and highly concentrated power in the television industry, and at the 
same time offer the public greater program choices than are now 
available. 

It appears to Governor Johnson that two basic types of television 
stations will ultimately develop : First, the network affiliate, which will 
be primarily a vehicle for the big national advertiser, and carry few, 
if any, subscription programs ; second, the hometown station in a small 
community which would devote a relatively small portion of its time 
to subscription service, and the balance to local commercial, religious, 
charitable, and educational programs. 

From a practical standpoint, in the opinion of Governor Johnson, 
the needs of the network and national advertiser are substantially 
satisfied under the present system, and there is little indication that 
they will go outside the top 100 markets. In addition, it appears that 
in the markets where there are a limited number of stations, the net- 
works’ right to preempt time leaves little opportunity for local 
programs. 

A television system which provides both ee and subscrip- 
tion programs would give the public the opportunity freely to choose 
between subscription programs and the advertising programs, and 
quality would prevail. 

Both FCC Chairman McConnaughey and FTC Commissioner Ma- 
son commented recently on overcommercialization and excesses in ad- 
vertising. While he was a member of Congress, Governor Johnson 
says, he always stressed the fact that it was impossible to legislate good 
taste or sound judgment in television programs or advertising copy, 
but that this could best be solved by competition—in this case, compe- 
tition between subscription television and present advertising pro- 
grams, which he thinks would tend to eliminate excesses in advertising 
or low quality television programing. 

Turning to the sports field, Governor Johnson emphasizes the im- 
= television is having on gate attendance. Major league attendance 

as steadily declined, and many owners and managers have stated 
they cannot survive on what sponsors are paying for televising major 
league games in view of the resulting loss of gate receipts. Milwaukee, 
nt en and Kansas City have refused to permit their games to be 
televised. 

In the minor leagues, the situation is worse. The losses in the minor 
leagues have been so great and have reached such proportions, accord- 
ing to Governor Johnson, that something must be done if baseball is 
to survive outside the major leagues. In 1950 there were over 58 minor 
leagues to entertain 35 million fans. In 1955 there were only 33 
leagues, and attendance had fallen off 46 percent since 1950. In box- 
ing, the heavyweight title fights have not been seen on television in 5 
years. The NCAA has found it necessary strictly to control the tele- 


vising of college football because of the effect it has had on gate 
attendance. 
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In connection with many sporting events, Governor Johnson be- 
lieves that the American public will be confronted with two choices: 
Either to pay for the viewing of many of the major sports events 
through subscription television, or, on the other hand, to go without 
the convenience of seeing such events at home. ats a es 

In conclusion, Governor Johnson states that it is his opinion that 
the FCC has all legal authority needed to authorize subscription tele- 
vision now, and recommends that this committee could serve a useful 
purpose by informing the FCC that the financial distress of the tele- 
vision industry and the inadequacy in terms of a competitive national 
system make it imperative for the Commission to act, and to act im- 
mediately. 

The Government should be the last agency to attempt to prevent 
the television industry from taking the new product of subscription 
television to the market place to compete for a share of the American 
public’s entertainment budget. His views are given after careful con- 
sideration of all factors weighed by many years of experience he has 
had in this field. 

(Governor Johnson’s full statement is a follows:) 


STATEMENT OF Gov. Epwin C. JoHNsoN, OF CoLoRADO 


My name is Edwin C. Johnson, Governor of Colorado. 

It is with many fond memories that I appear before this committee 
upon which I was once honored to serve as a member and as chairman. 
IT hold all of my former colleagues in the fondest memory. I hope you 
may forgive me for expressing some views I hold with respect to 
TV for your consideration. While serving on this committee, I found 
no single problem more engrossing or challenging than the develop- 
ment of a sound nationwide competitive television system because of 
my firm conviction that television has the potential of making a 
greater contribution to the way we live than any other invention of 
modern times. My appearance here today has been motivated by the 
fact that our present television system falls far short of fulfilling 
the potential of serving the public which it has the technical ability 
to accomplish—a failure which is particularly pronounced in Colo- 
rado and other Western States. At least that 1s the excuse I offer 
for imposing on your time and patience. 

Moreover, as Governor of my beloved State of Colorado, I am vitally 
concerned in establishing television as a medium of local expression in 
her larger domain which, under present circumstances, is limited to 
four communities. 

Beyond my official responsibilities, I have long had a personal in- 
terest in the development of broadcasting and television by virtue of 
my former service on this committee. I believe, as I am sure every 
member of this committee does, that it is imperative that this Nation 
shall have: 


1. An equitable and fair distribution of television facilities, 
and 
2. A competitive system that will avoid monopolies in the in- 
dustry and among the big advertisers that use it. 
An avocation very close to my heart has been the national pastime 
of baseball. For a number of years I have acted as the nonsalaried 
president of the Western Baseball League. Therefore, if I may inject 








oe tothe ux ec. C. & > 
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this purely personal note, I am also vitally interested in seeing that 
television advance this great national sport instead of killing it. 

Finally, I am interested in seeing that the public has available many 
educational and high quality programs which advertising is unable 
or unwilling to bring to them for economic or other reasons. There is 
obviously a burning desire on the pes of the public for many types 
of programs not now available. If such programs can be made avail- 
able to the public on a nonadvertising basis, they will not only serve 
to fulfill a public need, but by virtue of their competition will tend 
to improve the quality of advertising programs and to eliminate many 
of the advertising excesses which now exist. 

The Communications Act and the Commission’s allocation plan 
contemplate television service, so far as possible, to all people of the 
United States under circumstances which would provide the greatest 
number of competitive services to the largest possible number of com- 
munities. It is readily apparent that our present television system 
falls far short of these objectives. Of the 1,238 communities to which 
the Commission allocated television channels, only 275 now have local 
television stations and there is little prospect at the present time that 
this number will be increased greatly under our present system of 
dependence on advertising support. Less than 25 percent of the 1,882 
commercial channels allocated by the Commission are now in use. As 
compared to over 2,000 radio stations, we now have only 440 television 
stations. There is little local television competition in even the limited 
275 cities which do have television stations since in over 60 percent 
of these 275 cities, there is only 1 local television station. 

In the Rocky Mountain area, conditions are even worse than these 
nationwide figures indicate. Thus, in my own State of Colorado, only 
4 of the 23 cities allocated television channels have local television 
stations, and of the 36 channels allocated to Colorado only 8 are in 
use. Colorado’s sister States in the Rocky Mountain area have a 
similar lack of television service. Thus, only 4 of the 26 cities in Mon- 
tana allocated television channels have any local television stations; 
in Wyoming, only 1 of 23 allocated cities; in Idaho, only 4 of 21 allo- 
cated cities; in Utah, only 1 of 11 allocated cities; in Arizona, only 
4 of 22 allocated cities; in New Mexico, only 2 of 25 allocated cities; 
in Oklahoma, only 6 of 38 allocated cities; and in Texas, only 23 of 
115 allocated cities. 

Senator Pastore, for whom I have great affection and respect, has 
voiced a legitimate complaint that, while the people in Rhode Island 
are blanketed with service and commercials from Boston and the 
people of Connecticut by the seven New York City stations, they have 
very little opportunity to receive any local programs or the commer- 
cials of local concerns. However, the people in our Western States 
are not even as fortunate as the Senator’s constituents, since they are 
without outlets for local expression and receive very little service and 
prectupally no choice of service from outside sources. Parenthetically, 

might further add that the various proposed amendments of section 
315 of the act to permit greater latitude in providing free television 
time for political candidates, while worthy in their objectives of pro- 
viding information to the public concerning candidates and issues of 
the day, are of little practical significance in the States of the Rocky 
Mountain area. Asan illustration, in Colorado only four communities 
have local television stations which could be used for this purpose. 
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In such States as Wyoming and Utah, political candidates could reach 
the voters of only one city in their State over existing television 
facilities. 

Under present circumstances, the vast majority of communities in 
Colorado and the other Rocky Mountain States do not have television 
service available for local expression by government, advertisers, char. 
ities, education and sports. While a member of this committee, | 
stated, “with the technical means available, the huge task confronting 
the television industry was to actually bring local television service 
of excellent and even superior quality to the farms, country towns and 
smaller communities.” Any television system which does otherwise 
is clearly divisive and discriminatory against large numbers of people. 

As an illustration, under the present system of advertising support, 
the people of Colorado pay the same price for a bar of soap or a 
tube of toothpaste as the people elsewhere in the Nation, but they are 
receiving very little television service in return. In effect, therefore, 
many people in Colorado and other Rocky Mountain States without 
television service are subsidizing the television programs received by 
the public in other areas since their purchases of nationally advertised 
products help support these programs. 

Furthermore, the national advertisers tend to broadcast the pro- 
grams which they supply to the public “free” in an average of only 60 
to 65 top markets. In this connection, Denver is the only city in 
Colorado which is a “must buy” market on either CBS’s or NBC’s 
“must buy” list. Even then, we are relatively better off than some of 
our sister States, since Wyoming, Montana, Nevada, Arizona, and New 
Mexico do not have even one “must buy” market on any national net- 
work’s list and many national advertisers tend to ignore these States 
when given the option to do so. 

With the limited number of stations now available, the preemptive 
use by large advertisers of television time tends to make big business 
bigger and small business smaller, all to the detriment of the develop- 
ment of local community economies and expression. As already noted 
by Mr. Moore in this proceedings, fewer than 20 large national adver- 
tisers contribute over 50 percent of the national network revenues. 
The inadequate number of competitive stations in markets under pres- 
ent circumstances leaves the small-business man without any television 
outlet for his advertisements. Under our system of distribution where 
advertising is such an important factor, this monopoly of limited tele- 
vision time by a handful of national advertisers is a very fertile ground 
for the growth of monopolies and the concentration of tremendous 

ower in the hands of a few, not only in the television industry, but 
in all the large industries that advertise over television. I do not 
mean to imply any criticism of national advertisers using television. I 
merely wish to emphasize that if we are to give small Tumineds equal 
opportunity to utilize television in the distribution of its products, 
more stations in more communities must be made available. 

In focusing our attention upon how we may increase the amount of 
television service and the number of communities having such service, 
there appears to be almost universal agreement that under our present 
system of advertising television, the number of stations and the num- 
ber of television communities that this Nation can have are limited 


to the number that national networks and their advertisers can use or 
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support. Under existing circumstances, nonnetwork stations have 
been unable to survive except in the top 3 or 4 markets. 

One of the most optimistic estimates of television’s future under 
a system of advertising support has recently been made by CBS which 
has estimated that no more than 588 stations in 217 markets can be 
supported by advertising in the foreseeable future. ‘There is a serious 
question a at the pr esent time whether or not even this gloomy projec tion 
of television’s future by CBS is not in fact overly optimistic in view 
of the fact that of the limited number of 440 television stations now 
operating in 275 communities, approximately 50 percent of the stations 
are losing money and the continued operation of many of them is in 
serious doubt. 

Over the past several years this committee and the Federal Com- 
munications Commission have devoted a substantial amount of time 
and effort in ferreting out technical defects in the present allocation 
plan. While it was my belief at the time the Commission adopted a 
policy of intermixture of UHF and VHF that such intermixture 
would create needless problems, a great deal of water has gone over 
the dam since I expressed that opinion. Therefore, I have not come 
here to vindicate by hindsight the judgment which I expressed at the 
time the policy of intermixture was adopted. 

I believe that under the existing situation, it is far more relevant to 
emphasize that so long as economic support of television is limited 
to advertising, mere technical changes will not substantially increase 
the amount of television service available to the public or the number of 
communities which will have television service. Since our ultimate 
object is to establish as many television stations as ree in as many 
markets as possible, mere technical changes in the allocation plan 
would only be quarter measures. Witness after witness has come 
before this committee and stated that their greatest problem was an 
inadequate source of high-quality programs and revenue. Under this 
circumstance, we will be deluding ourselves and the public if we pub- 
lish an allocation plan which provides 3 or 4 times the number of 
stations and the number of television cities than will ever be used. 
As CBS has so forcibly brought out, even if there were no spectrum 
limitations and all television stations were either VHF or UHF, ad- 
vertising could support less than 600 stations in 217 markets in the 
foreseeable future. 

It is obviously a vain and empty act to provide for several thousand 
television stations in a “paper” allocation plan if the economic facts 
of life show that only several hundred can be supported by adyertis- 
ing. Whatever the allocation plan, it will have meaning and content 
to the public only if the stations made technically possible on paper by 
some rule of the Commission are brought to life. The provision of 
additional sources of economic nase carries far more hope that the 
amount of television service possible under the allocation plan will 
become a reality than any mere technical change. 

It is of course possible that in some mar kets technical allocation 
changes might make possible an additional station. This undoubtedly 
would have a practical effect only in a few of the larger markets where 
the networks can and will support more stations than now operate. _ In 
view of the limited needs of national network advertisers, this effect 
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would apparently be limited to a relatively few stations in the first 
60 to 100 markets in the Nation. However, in areas such as the Rocky 
Mountain States, in which few of the top 100 markets exist, such 
changes in the allocation plan would be of little, if any, help in in- 
creasing television service. The problem of these small communities 
in the western area is not so much whether they have VHF or UHF 
channels allocated, but rather, the need of a source of high-quality 
programs and a new source of revenue to supplement limited adver- 
tising support. ay 

I believe subscription television is the only source of additional 
revenue and high-quality programs proposed which has the potential 
of increasing the limited amount of service now available to the pub- 
lic. If successful, subscription television would add a new source of 
local revenue which, together with local advertising, would make it 
possible for new television stations to be established in many smaller 
communities in spite of the lack of interest of the networks and the 
large national advertisers. In this respect, I was favorably impressed 
by Commissioner Lee’s recent article in Look magazine in which 
he proposed the authorization of subscription television under cir- 
cumstances which would limit the time devoted to subscription pro- 
grams to 10 or 15 percent of a station’s time on the air. Such a prac- 
tical limitation would leave 85 percent or more of the programs broad- 
cast by a station available free to the public and at the same time give 
opportunities to many local advertisers who now have no oppor- 
tunity whatsoever to utilize television. Certainly, the public would be 
better off having 85 percent of their programs broadcast free with 15 
percent subscription than to have no television service at all. It 
would appear to be commonsense, as well as an integral part of the 
American tradition of freedom of the market place, to at least give 
the public the opportunity to choose between paying for approxi- 
money 15 percent of their programs and having no television service 
at all. 

The success of community antenna systems for which the public 
directly pays indicates a willingness upon their part to directly help 
pay the freight of television service. Thus, in my own State, the pub- 

ic in 8 cities are paying for community service and 4 more cities are 
planning such service. Several of these Colorado cities, however, 
must rely upon programs coming from stations out of the State. As 
beneficial as such community antenna service is, it gives these com- 
munities no outlet for local expression which I am certain they would 
be just as willing to help support as they are to pay for national and 
out-of-State programs in which they have no direct personal interest. 

If, as I believe, the American public would be willing to devote part 
of their entertainment budget for television service which would not 
otherwise be available, it is clear that practically every major prob- 
lem which has been discussed before this committee in the last few 
months would be eliminated. 

The additional sources of revenue which subscription television 
would provide would mean more television stations in more potential 
television communities. It would alleviate the problem of those sta- 
tions that are now unable to obtain network affiliations, since sub- 
scription television would supply a source of economic support and 
high-quality programs which would make it possible for them to com- 
pete with network programs and stations. 
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The new stations which subscription television would make possible 


would increase the demand for program sources independent of 
the networks. In this respect, many of the problems discussed by Mr. 
Moore in this hearing would be solved without the need for artificial 
Government interference. While I agree with Mr. Moore that the 
monopolization of time on the existing limited number of television 
stations by the networks tends to restrict competition from independ- 
ent program sources, I believe the cure may more properly be the 
making possible of more television stations by the authorization of 
subscription television than by new and additional Government regu- 
Jation of the networks. New and additional stations will give the in- 
dependent producers of programs outlets for their product, which 
would appear to be far more important than a mere attempt to split 
up the limited amount of time on existing television stations between 
independent program producers and the networks. 

By making possible new stations and new competitive sources of 
programs, subscription television would substantially reduce the 
possibility of monopolies and highly concentrated power in the tele- 
vision industry and other business and social organizations that now 
preempt it. The new stations would not only have time for sub- 
scription programs, but would devote the major portion of their time 
to free programs supported by local advertisers. Furthermore, the 
new and eddionel stations which subscription television would make 
possible would give the public a greater program choice and would 
provide more outlets for divergent viewpoints than is presently 
possible. 

Television’s leading competitors in the communications field, such 
as newspapers and magazines, all receive economic support both from 
the advertiser and from the subscriber. If we provide television with 
this same opportunity to obtain economic support directly from the 
public, as well as from advertisers, it appears to me that two basic 
types of television stations will ultimately develop in this country. 
First, there will be the network affiliate which will be primarily a 
vehicle for the big national advertisers and would carry few, if any, 
subscription programs because of conflicting time requirements. On 
the other hand, there will be hometown stations in the same and 
many new small communities which would devote a relatively small 
portion of their time to presenting subscription programs and the 
balance to serving local commercial, Government, charitable, religious, 
and educational programs on the present basis. 

From a practical viewpoint, the needs of the networks and the na- 
tional advertisers are substantially satisfied under the present system 
since their needs and requirements do not extend much beyond the top 
100 markets. However, there is a great need for hometown stations 
in many communities in which the networks and the national ad- 
vertisers have little, if any, interest. Furthermore, even in the larger 
communities having network stations, the time of the limited num- 
ber of stations is so preempted by national network programs and 
national advertisers that there is little opportunity for local pro- 
grams or local advertisers to use the medium. The record in this 
proceeding makes clear that it is the need for outlets for local expres- 
sion and small-business men in both large and small communities that 
our present system fails to serve. The social and political significance 
of this failure is clearly something which cannot be ignored. 
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A television system which provided both advertising and subserip- 
tion programs would give the public the opportunity to freely choose 
between high-quality advertising-free subscription programs and ad- 
vertising programs. The competition which would thus exist for the 
public’s attention would undoubtedly tend to improve the quality of 
advertising programs and make both the stations and the advertisers 
much more careful of excessive advertising and other advertisin 
abuses. In this connection, I was interested to note that the Chair- 
man of the Federal Communications Commission recently stated that 
“the trend in these changing times seems to be toward overcom- 
mercialization to the prejudice of public service.” The criticism re- 
cently directed to television advertising abuses by Mr. Lowell Mason 
of the Federal Trade Commission, a long time very dear friend and 
devoted public servant, also emphasizes the problem in this connection. 
However, with the expense of television operation being what it is and 
with little competition, it is obviously difficult to correct these abuses 
under present circumstances as pressure upon the television stations 
for any kind of economic support is apparently too great to permit 
them to exercise free judgment in selecting or refusing the commercial 
advertising copy they carry. 

Through the many years in which it was my privilege and delight 
to serve in Congress, I consistently took the position that it is almost 
impossible to legislate good taste or sound judgment in connection with 
the selection of television programs or advertising copy and that this 
problem could best be solved by a competitive system which would give 
the public the choice of ignoring those stations which abused their 
privileges. In line with this view, I sincerely believe that the competi- 
tion which subscription television would give to the present advertis- 
ing programs would tend to be far more effective than any conceivable 
Government regulation in eliminating the excesses and abuses of ad- 
vertising and low-quality television programs about which there is 
such a wide complaint at the present time. 

I would like to turn briefly to the very serious problem which has 
been facing the promoters of sporting events ever since the advent of 
television. While many sporting events have been sponsored by ad- 
vertisers, it has become increasingly evident that the amount the ad- 
vertisers are willing or able to pay does not make up for the loss of 
gate attendance. Now, sporting events simply are not free since some- 
body has to pay for them or the promoters will go out of business. 

We are all aware of the fact that there has not been a heavyweight 
title fight on television over the past 5 years. The NCA -\ has found 
it necessary to exercise strict control of television broadcasts of college 
football because of the tremendous effect the televising of even a few 
games had upon the attendance at all other college games. However, 
perhaps no sport has suffered as much from the impact of television as 
professional baseball. 

Major league baseball attendance has shown an almost steady de- 
cline since television and the owners and managers of many major 
league teams have stated they cannot survive on what sponsors are 
willing to pay for the televising of their major league games in view 
of the resulting loss of gate attendance. In fact, this matter has be- 
come so serious that in three major league cities—Milwaukee, Pitts- 
burgh, and Kansas City—the owners of the clubs have refused to 
permit their games to be televised. 
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The impact of television has been even greater upon the minor 
leagues, since the network televising of a major league game in a 
minor league city cuts down the attendance and interest of the public 
in the local team. The catastrophes sweeping the minor leagues have 
reached such proportions that something simply must be done if base- 
ball is to survive outside of the major leagues. As an illustration, in 
the year 1950 there were 58 minor leagues who entertained over 35 
million fans. By 1955, 25 minor leagues had been forced out of busi- 
ness and the attendance of the surviving 33 leagues had fallen off by 46 
percent over the minor league attendance of 1950. ; 

If the public desires to continue viewing sporting events in the com- 
fort of their homes, they are going to have to pay for it since adver- 
tisers simply cannot pay enough to make up for the ensuing losses in 
gate attendance. In this respect, subscription television would be a 
boon to many local and national sports which are now suffering severe 
economic losses as a result of the impact of television. 

The minor leagues could also benefit substantially from subscription 
television. In the first place, the convenience of having minor league 
games available over subscription television would place the minor 
league team in the position of overcoming the law of inertia on the 
part of the public which tends to keep them glued to their sets at 
home, watching various types of less interesting entertainment rather 
than going to the ball park. Equally important, to the extent that 
major league games are broadcast by subscription television in minor 
league cities, arrangements could undoubtedly be made with the major 
leagues which would give the minor league city a share of the subscrip- 
tion receipts in its city resulting from the subscription telecast of the 
major league game. This income would compensate the minor league 
team to some extent for the loss of gate attendance resulting from the 
television broadcast of the major league game in its community. 
Since the existence of strong minor league teams is essential to the 
existence and quality of the major leagues and because of the general 
interest in baseball which the minor leagues generate, it would ob- 
viously be in the self-interest of the major leagues to permit the minor 
leagues to participate in the income resulting from the subscription 
telecasts of their games. 

Under present circumstances, advertisers are unable to pay any 
more than they are now paying for sporting events. In this connec- 
tion, I have been given to understand that the networks are having 
extreme difficulty in finding a sponsor who is willing to meet the $3 mil- 
lion demand (an increase of $2 million over previous years) of the 
major league clubs for the televising of the world series. The day is 
rapidly approaching, and indeed has arrived in connection with many 
sporting events, when the American public will be confronted with 
one of two choices—either to pay for the viewing of major sporting 
events through the medium of subscription television or go without 
viewing such sporting events in the convenience of their homes. In 
my opinion, faced with this choice, the public will willingly support 
sporting events through the medium of subscription television, which 
in the long run would be much more economic than if the public is 
forced to attend all major sporting events at the stadium or arena. 

In conclusion, I would like to state that in my opinion the Commis- 
sion has all the legal authority under the present Communications Act 
which it needs to authorize subscription television and that, therefore, 
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no further legislation is required. However, I believe that this com- 
mittee can serve a useful purpose by making clear to the Commission 
that in its opinion the present financial distress of the television indus. 
try and its inadequacies in terms of a competitive national system 
serving all of the people and in providing outlets for local expression 
in the smaller communities make it imperative that the Commission 
take immediate action. This could be done if the Commission will lift 
all artificial restrictions which prevent the television industry from 
obtaining the new and supplementary source of economic support 
which subscription television makes possible. As Commissioner 
Robert E. Lee has so appropriately noted, the ultimate acceptance of 
subscription television properly rests with the American public. Cer- 
tainly, under our system of free enterprise, government should be the 
last to attempt to prevent the television industry from taking the new 
product of subscription television to the market place to compete for 
a share of the American public’s entertainment budget. 

I thank you for this opportunity of presenting views which I have 
accumulated over a considerable period and which are the product of 
much thinking on this intriguing controversial question. 

Senator Pastore. Our first witness this morning is Dean Charles C. 
Caveny, of the undergraduate division of the University of Illinois. 

Would you identify yourself for the record and show what interest 
you have, and then proceed in any way you like? 


STATEMENT OF CHARLES C. CAVENY, DEAN, UNDERGRADUATE 
DIVISION, UNIVERSITY OF ILLINOIS 


Mr. Caveny. Thank you, sir. 

My name is Charles C. Caveny, and I am interested in subscription 
television because of my experience. My experience is in State plan- 
ning for higher education, es the experience I have had in research in 
the use of this device for educational purposes. 

I should like to try to clarify a few technicalities and misconceptions 
about educational television. I also am concerned as a member of a 
board of one of the channels assigned for educational purposes—1 of 
the 252 channels that have been assigned by the Federal Communica- 
tions Commission. 

I am sorry to say I have no script except a few notes which I have. 
I do have a small statement which I would like to relate. 

Mr. Cox. Is this station to which you refer—the educational sta- 
tion—now on the air? 

Mr. Caveny. Yes, sir; it is 1 of the 15 of the 252 which is on the 
air, and my concern has always been, from the beginning, as to how 
are we going to keep these channels on the air, even if we are successful 
in getting them on the air. 

In the first place, we haven’t been too successful in using the chan- 
nels to date. That is understandable. 

Senator Pastore. Now, on that point, Mr. Caveny—and I think the 
American people are very much interested in this phase of the problem 
that you have just raised—is it an economic question, or is it lack of 
interest on the part of the public in this type of program? Essentially, 
that is the question that confronts the American people. The economic 
problem which results is a consequence, but fundamentally educational 
television was instituted for the purpose of promoting the welfare 
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of the people of this Nation. Now, if these stations are not surviving, 
is it because there is a lack of interest which results in an economic 
depression, or is it something else? Are you going to develop that? 

Mr. Caveny. I would like to develop that. 

Senator Pastore. I hoped that you would because we are very much 
concerned with this. There have been certain allocations to educa- 
tional television, and I have always thought it was a magnificent thing. 
Now, if it doesn’t turn out to be that ‘because of lack of interest, I 
was wondering whether it needs a shot in the arm, or whether or not it 
isa fundamental question. 

Mr. Caveny. Well, sir, I wanted to say that I believe the assign- 
ment of the channels was a very wonderful thing for the general wel- 
fare and for educational purposes, but it is something like planning 
for this great tidal wave of students that are coming in the future, 
that are on their way now. It is so difficult to convince the public 
in general of the needs in advance of the actual utilization of these 
channels. For instance, in higher education, we have what you might 
call four different student bodies. The first group are the college 
youth—the full-time day, as we refer to it, college-age youth. Well, 
we all know that the increased birthrates have been very high, and we 
all know that most of the institutions of higher education are pre- 
dicting—and there is pretty good authority for that with the in- 
creased number that are attending college, in addition to the increased 
birthrates of those that are moving into college age. The enrollments 
in our own State, for instance, we anticipate will double by 1970—that 
they alone will double over the 1954 enrollment. At the present time, 
the enrollments in higher education in our State are 5,000 greater 
than they were at any other time in the history of the State. Now, 
that is the first group. 

The second group is the part-time group, the employed people who 
wish to pursue a college degree, or a college education. 

Then we have a third group, which is the graduate field, graduate 
education. That is for advanced degrees. 

Then we have a fourth group which could be classified as the termi- 
nal group—terminal education, and extension education, and corre- 
spondence education. 

Now, those four groups are somewhat of a responsibility for pro- 
grams of institutions of higher education, and because of the tremen- 
dous increase in the college-age youth—in the first group—it is going 
to require a considerable expansion of facilities, a considerable ex- 
pansion of the staff; that is, the teaching staff. And actually there is 
an inverse movement—as the need is getting greater, the number of 
qualified staff is getting less, as we know, in that field. 

Now I see televised education as a device for helping with not only 
the shortage of supply of trained staff, but also as a means of expand- 
ing the tuition-paying groups that will help to afford the cost of these 
total programs. It isso difficult, of course—when you haven’t reached 
that large segment to be served—it is so difficult to convince those that 
provide the funds that these preparations and these facilities must be 
prepared for meeting this expansion as it comes along. 

ow I want to qualify this matter of televised education. I refer 
to it as televised education rather than educational television. The 
reason I say that is that at the present time we are engaged in research 
in the use of television so that it can be used as a device for televising 





1178 TELEVISION INQUIRY 


education of the kind that is needed to carry on organized, systematic 
study under a qualified professor—one that is a scholar, one that is an 
authority in his field, and one that is articulate enough and well 
enough schooled in the techniques to do a good job of education. 
Now these channels are—the channels that we are using now are do- 
ing a fine job of educational television, which is somewhat of a differ- 
ent purpose than the type of thing that we are going to need very 
shortly—and when I say “need,” I mean televised education—the dif- 
ference being this: Educational television is not the organized—it 
does not have as its purpose organized, systematic study leading 
toward an attainment which would be measured in terms of educa- 
tional standards. Rather, it must be presented by educators—an edu- 
cator-broadcaster, rather. It serves the purpose of general educa- 
tion and is somewhat along what we would classify as something that 
requires techniques of showmanship and appealing to the public in 
general and in support of these programs. In other words 

Senator Pastore. Now just so that the record will be clear on this 
point, because I tell you very frankly, coming from you, Mr. Caveny, 
dean of the undergraduate division of the University of Illinois, | 
am rather intrigued at the presentation that you have made thus far. 
Maybe I do not completely understand it. 

Now you He first of your first category, and you have pointed 
out the fact that because of the increase in population we are facing 
a situation now which will become much more aggravated in the 
months to come; that there aren’t college facilities enough to accom- 
modate all our college eligibles—is that the argument that you are 
developing, and that this will be a way of bringing education to this 
great vast group of young people; is that the argument being made 
here ¢ 

Mr. Caveny. No, the argument is this: It is a matter of financing 
these channels, a matter of affording to operate these channels; and 
because of the demand for funds for this great surge of college-age 
youth in the full-time program, the other programs will have to be 
self-supporting, meaning that they will have to have resources, finan- 
cial resources from some other source. The colleges are going to find 
themselves, and do now find themselves, in need of funds to operate 
or to utilize these channels for televising education. 

Senator Pastore. But are we talking about extension courses now 
or are we talking about the fundamentals that we consider in an or- 
ganized college of today? Will a young boy who gets to be 18 and 
graduates from high school be placed in the position that he can go 
to classes in his own parlor and finally work himself up to a degree— 
is that what we are talking about ? 

Mr. Caveny. No, sir. 

Senator Pasrore. Because we do not have facilities? 

Mr. Caveny. No, sir. 

Senator Pastore. What kind of education are we talking about? 

Mr. Caveny. Now the colleges and universities will serve the college- 
age youth; they will use their resources to serve the college-age youth. 
But in addition to the ae youth, they have these programs of 
part-time evening—that is, the later evening portions—for more than 
the college-age youth, for those that are employed, adults that are 
employed, also for graduate teaching. 

Senator Pasrore. What is usually known as an extension course? 
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Mr. Caveny. That is the fourth group. The terminal, correspond- 
ence and extension courses have always been self-supporting; the 
students pay most of the costs. 

Mr. Cox. Isn’t your basic point that in order to provide service 
to these four classes in the more or less traditional way, the legislatures 
of the various States, or the other sources of revenue of private insti- 
tutions, are going to be so taxed that they will not have the funds to 
also carry on the function of educational television unless that func- 
tion can be made to support itself, as through subscription ? 

Mr. Caveny. As through subscription; that is right. 

Senator Pasrorr. Well, the impression I do not want to leave here— 
and I hope that we make it abundantly clear on the record—that we 
are not speaking in terms of lack of facilities for the development of 
a good staff, or a good faculty, to the point where this is going to be 
a substitution for our usual concept of a college education. 

Mr. Caveny. That is right. 

Senator Pastore. I do not think we ought to leave that on the 
record, because that would be awful if we are going to say, “Well, now, 
you don’t have to go to college anymore; you go to class in your own 
bedroom.” 

Mr. Caveny. Oh, no; I had no intention of giving that impression. 
What I was really trying to say, as the gentleman brought out here, 
is it is a matter of having the resources to do all of these jobs. 

Now actually speaking of televising education and extending this 
service, generally in many accredited institutions, it is possible for 
adult students and others to earn about one-half of a degree—that is, 
they may earn one-half of the essentials for a degree. Now also in 
terminal education we feel that we have an obligation there, and that 
is usually given to the students that do not attain a degree. For 
instance, the mortality rate of those students that matriculate toward a 
degree is as high as 62 percent in the only study that has been made 
of any great extent. That is, 62 percent of those that matriculated 
in about 1,200 of the 1,400 accredited institutions that were studied, 
62 percent never attained a degree. 

Now those young people usually carry on their work by either exten- 
sion or part-time work, or they are served by what we classify as 
terminal education which means that they are not carried to the degree 
level but they are given work toward vocational or technician objec- 
tives. In other words, it is a means of serving those students that do 
not have the capacity for earning a professional degree. 

Senator Pastore. And is it your understanding, then, that the sys- 
tem of subscription television will tend to broaden the base of educa- 
tion on the part of certain mdividuals who ordinarily would not get 
this education unless it was through this opportunity ; is that the argu- 
ment that you are developing ?¢ 

Mr. Caveny. That is right. 

Senator Pasrore. It would not detract from nor change our present 
system ? 

Mr. Caveny. Oh, no; it would supplement it. 

Senator Pastore. It would not discourage attendance at college? 

Mr. Caveny. Oh, no. 

Senator Pastore. It won’t discourage endowment to colleges in 
order to sustain this great institution of voluntary education and 
private education ? 
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Mr. Caveny. That is right; it is just another source. 

Senator Pastore. But it would more or less broaden the base of 
education on the part of certain people who ordinarily wouldn’t have 
the opportunity, unless it was because of this medium; is that the 
eae that you are developing here today ? 

r. Caveny. Yes; that is right. 

Senator Pastore. And consequently the fact that they might have 
to pay some small amount for it, would produce better educators in 
order to give them this kind of education ? 

Mr. Caveny. It is another resource, in other words. It is a resource 
which means that it can be used for televising education, not just for 
entertaining through educational subjects, but by televising educa- 
tion to serve an educational objective. 

Now the device also will make it possible to extend the services of 
a qualified professor; that is, to utilize his services on a broader scale, 
because his program can be televised, and he can serve more people at 
the same time. In other words, you can extend his services by what 
we might classify as—in research they do it by closed-circuit work at 
the present time; that is for experimentation purposes. 

Senator Pastore. Well, for the purpose of the record, what tend- 
ency would this have, for good or for bad, on our prevailing educa- 
tional system ? 

Mr. Gaines. Well, it is another resource. In other words, it is 


another resource for teaching purposes, for televising education; 
and it is also another income resource for helping to finance this 
type of program of education, other than the regular college-age 
youth group. 

Now I have a statement that would require a few minutes to make, 


if I may. 

Senator Pastore. Yes. 

Mr. Caveny. Perhaps it would give us some grounds of understand- 
ing what I am trying to develop. 

For instance, the position taken recently, right here in Washington, 
D. C., by the members of the American Council on Education—they 
made this statement last month, and it is, incidentally, typical of the 
educators’ concern over this possibility of using television for tele- 
vising education. They said that to meet the demands for training 
intelligence which comes from every segment of our society—the pro- 
fessions and vocations, business and industry, Government, agricul- 
ture, and labor—the opportunity must be given to every American 
citizen to attain the righest level of education and training of which 
he is capable. We must be concerned with individuals at all levels 
of ability. We must also provide educational opportunities over a 
continually increasing span of life, and hence we must continue to de- 
velop new educational resources, diverse types of institutions, and addi- 
tional courses of study, and new techniques of instruction such as 
educational television. 

Now that was a statement that was made by this group. Then the 
statement has often been made that if it is true that what happens 
to American education will happen to America, the deficit in dollars, 
teachers, classrooms, and services in meeting the load of today alone— 
without considering new members and new numbers of tomorrow— 
mark out a national concern as serious as how to defend ourselves in 
a world of international tensions. 
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They stress that to defend ourselves effectively we shall have to de- 
pend upon brain power more than manpower, upon new ideas more 
than arsenals, upon the morale of people more than regimentation, 
and upon economic strength more than diplomacy; in other words, 
that education is becoming an integral part of our whole social need. 

Now, then, for a personal observation I believe that I should be able 
to testify to the needs in educational resources because of my present 
responsibilities as an administrator, in which I am trying to actually 
convince people that our need is not so great immediately, but our 
need is going to approach us more rapidly than we are going to be 
prepared to meet it, and because of past experience. Now I have had 
considerable experience—and without going into that, I might say 
that it includes teaching in all levels, high schools, colleges, universi- 
ties, State supervisor as well as a representative of the Office of Educa- 
tion—and I can attest to the fact that we need more highly skilled 
teachers, and we need all of the resources we can get to meet these 
varying needs, if we are going to meet the needs of the youth in col- 
lege today and meet these other needs that are essential. 

Now during the war it was my responsibility, in charge of one 
of the programs in electronics, to produce technicians for the Navy’s 
use in a speeded-up, very intensive program. In doing that we had 
to develop new techniques, and particularly one using visual aids, so 
that we could not only produce well-trained technicians to take over 
this electronic gear on board ships but also so that they would be able 
to handle any type or any kinds of equipment in their application. 

So we, by the use of a special testing method which is too lengthy 
to go into in detail, but by the development of special testing methods 
and by the development of visual aids, we were able to increase the 
perception of the individual student about 90 percent, that is over the 
traditional method of teaching. 

In other words, these techniques added up to a matter of speeding 
up the comprehension on the part of the individual student by 90 
percent over the conventional methods that we had used previous to 
the development of these visual aids. I stress the importance here of 
television as a teaching medium, because of that visual aid factor as 
well. It is because of this exverience that I come here to testify in 
behalf of the device which I believe to offer great hope in making tele- 
vised education a reality, and I firmly believe that we shall need sub- 
scription television to help finance the use of this great communica- 
tive device, and especially for educational purposes. 

World War II found us woefully lacking in our ability to train 
technicians fast enough for our needs, and we used a new technique 
which involved visual aids which can be used more effectively—these 
visual aids can be used more effectively through television than what 
we used them for without television. 

Senator Pastore. Now would you explain, at this point, how you 
would envision that subscription television would meet this need ? 

Mr. Caveny. Well, sir, in that case I would have to say that tele- 
vision itself is the device I am speaking of, regardless of whether it is 
subscription television or not. But subscription television would make 
the equipment available out in the field that could be used for tele- 
vised education, meaning it makes it available for use and, therefore, 
I speak of television as televising education. Subscription television 
fits into the picture in this way: It would make these people tuition- 
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paying students in an organized, systematic method of study rather 
than just watching television to get educational recreation or educa. 
tional information. 

Mr. Cox. You would contemplate, then, the televising of formal 
courses of instruction ? 

Mr. Caveny. Yes. 

Mr. Cox. Followed up by examinations? 

Mr. Caveny. Indeed, yes. Now we have experimented with courses 
already by following up—that is with textbooks and the writing of 
examinations and the formal type of education, and it has been re. 
sponded to very well. 

Mr. Cox. So the subscription payment would, in effect, be a substi- 
tute for payment of tuition ? 

Mr. Caveny. Yes. 

Mr. Cox. And the device of television would multiply the effective- 
ness of the instructor by enabling him to be present in many com- 
munities, whereas if he were to pursue the normal methods of extension 
tonening he would have to actually travel physically to all of these 

oints ¢ 
Mr. Caveny. Right, like he does in extension education. In other 
words, it is just a supplement to extension education, or to correspon- 
dence, but more effective, and would also reduce the cost because an 
individual now, in my prediction, pays much more for a course than 
he will have to pay if the device is usable for that extension education. 

Senator Pastore. Well, I am glad, Dean, that you made the last 
statement as to a supplement to extension or correspondence education, 
because I am one of those who feels that we are fast reaching a crisis 
- our educational opportunities in this country, if we are not already 
there. 

We hear time and time again that the Russians are producing 54,000 
scientists or engineers a year, and we are producing scarcely 17,000. 
We are not producing quite the number of doctors that we need in this 
country, and we find many of our students are attending graduate 
schools or medical schools in foreign countries that have to rely on us 
for foreign aid to prop up their economy, and that is a paradox. 
I cannot understand why it is necessary for an American boy to seek a 
medical education in a foreign country when that foreign country has 
to look to us for economic aid. 

If we have to help these people, and they can sustain these institu- 
tions, and we cannot sustain them ourselves, I wonder if we are meet- 
ing our obligations on the educational line. I have felt for a long time 
that the Federal Government, without interfering with the curriculum 
of colleges, could do more in the way of financial aid, even by way of 
scholarships, in order to encourage these institutions to attract better 
qualified teachers and professors to give us the opportunities we need 
for our young people. I do not think we want to leave an impression 
here—and I do not think you intended to, and I wanted to clarify 
that—that this is going to be a substitution for a responsibility that 
we have to meet along organized orthodox lines. 

Mr. Caveny. You are so right, sir. 

Senator Pastore. We do not want to leave that impression. What 
you are talking about is a broader base of extension or correspondence 
education, people who could not go to a college anyway if the oppor- 
tunity was there. 
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Mr. Caveny. That is right. 

Senator Pasrorn. But we do not want to do anything to detract from 
chat opportunity for our young people, boys and girls who want an 
education, either in the graduate phase of education or even in the 
elementary phase of education, to get that education, if they really 
want it. 

Mr. Caveny. You are right. 

Senator Pastore. That would be a sad day for America if we 
drifted into that. 

Mr. Caveny. I am lamenting the fact that we are unable to serve 
adequately the demands now, and I am saying that this is one device 
that I see as a possibility of supplementing and spreading the cost 
over a larger number of tuition-paying students that will help the in- 
stitutions, private as well as public, to serve those needs. Actually, 
most. people think that private institutions get their resources from 
tuition. Well, actually what has happened is that the cost of educa- 
ion has increased in much greater proportion than they have been able 
to increase tuition, and also the cost of education has increased so much 
that every student is subsidized the minute he enters an institution, 
regardless of whether it is public or private. I mean that students’ 
education is being subsidized from some source. 

Senator Pasrore. In other words, what you are actually talking 
about is this. Let’s assume that in the line of law—after all, I speak 
of that because I happen to be a lawyer—if, for instance, a lawyer 
felt that he would want to subscribe to a course, a special course, let 
us say, in one of the specialized fields like taxation or trust law, then 
that course could be held out by a very reputable college or professor, 
and those who desired to take it could actually subscribe to it and have 
the advantage of having that course in the evening in their own 
home—or in their own office if they had a television set in their office— 
without the requirement of maybe traveling down to Washington or 
going to New York to get it; is that what you are talking about ? 

Mr. Caveny. Yes, lam; and ut less cost, as well. 

For instance, we have extended dental education to thousands by 
long lines telephone, but it is very expensive. And also this device 
would offer better technique for putting over an organized study 
program. 

Senator Pasrore. In other words, we would not be making doctors 
and lawyers over television, but we would be making better lawyers 
or better doctors or better dentists by the use of subscription television ? 

Mr. Caveny. That is right. That is what we mean by extension, 
or what we mean by part-time education. It is one of the four pro- 
grams that we have not done an adequate job on, in my opinion. We 
haven’t served that need to the extent that we should. Our peacetime 
educational needs, for security purposes and for living in our indus- 
trial economy, is greater than ever before, because actually more people 
are seeking more education. 

It must be recognized that there is a great misconception on the part 
of the layman as to just what we mean by televised education, and I 
would like to clear this up. Let me assert that televised education 
is not the same as educational television. I should also like to add 
that there is confusion about the difference in the knowledge and skills 


needed to operate these two programs, which have entirely different 
objectives. 
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Briefly, educational television and televised education have different 
purposes. One entertains and is measured by numbers of viewers 
attracted, whereas the other teaches and is measured by educational 
standards. 

Educational television requires a great amount of showmanship on 
the part of the producer, whereas televised education requires partici- 
caer of a well-informed scholar, skilled in teaching techniques. We 

umorously say that one counts ears and the other counts minds, 
What I am trying to emphasize is the fact that we need television for 
televised education as well as educational television, and that this 
device, subscription television, would make the equipment, which is 
complementary equipment to our needs, available for actual formal 
televised educational programs. 

Now there is a common ground on which the commercial and 
educational broadcasting meet, and that is they must both be expert 
in the use of the television equipment. Commercial broadcasting 
equipment is essential and, as I mentioned, it is complementary to 
the educational broadcasting in the same way that the transportation 
systems are complementary to national defense or to the mail service, 
and so forth. 

Educators see televised education as a great hope toward the exten- 
sion of their inadequate facilities, as a device for improving techniques 
of teaching, and as a means of serving a great need im adult education, 
which has been lagging in adequate service for some time. They are 
already busily engaged in research to find the best ways to use tele- 
vision, particularly for closed-circuit use—and, incidentally, closed- 
circuit use means extending the classroom or the laboratory to remote 
places through television receivers. Now it is true that the research 
is being done somewhat through coaxial cable, but I am thinking in 
terms of closed circuit between the institution and the home, because 
it can be closed circuit regardless of whether it is transmitted over 
a cable or whether it is transmitted over the air. 

Now in this research, there have been some very fascinating expe- 
riences, such as color television, which will still make it more suitable 
for teaching chemistry, for instance, or doing demonstration work, 
using this visual-aid technique. But another factor has been that in 
an ordinary lecture—I recall of one incident where they permitted the 
students to choose whether they wished to come into the lecture room 
or whether they wished to go to one of the remote rooms where they 
had television receivers, and those back of the ninth row all chose to go 
to a television room rather than in the lecture room, which is indica- 
tive of the fact that they did not have the same advantages as the peo- 
ple in the front row, which means to say that television 1s a device for 
giving everyone a front-row seat, as a technique for teaching, as a 
teaching device. 

Senator Pastore. What do you do if you want to ask a question, 
though ? 

Mr. Caveny. Sir, that is one of the techniques. In developing the 
use of education by television, or televised education, most of the 
questions that should be asked—and in many cases in formal classes 
they are not asked— the two-way communication is with the projecting 
class, and the questions are always arranged so that they are asked to 
bring out the salient points of instruction, and that is one of the tech- 
niques. Not only do you bring out the salient points, by questions and 
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answers, but by illustration and by visual demonstration, using sche- 
matic diagrams and many other means. 

The use of televised education, which means serving greater num- 
bers, to us, of tuition-paying students, will spread the cost among 
greater numbers and will reduce the cost to both the institution and 
the students served. 

Now as you know, as I mentioned, the Federal Communications 
Commission recognized the importance of televised education by allo- 
eating these 252 channels, for nonprofit educational stations. Un- 
fortunately, to date there have only been about 15 of those stations put 
intooperation. They were intended for televised education, according 
tomy contention. ‘The ones that are being used today are being used 
for educational television, which means that they have not as yet— 
even the 15 that are in operation—have not as yet launched into 
televising education, which means the serving of the people that have 
needs for this organized systematic type oF study which will make 
our professors that are well qualified more available to them than has 
been true heretofore. And it is for the simple reason that funds have 
not been available to erect the stations and to put them into operation, 
and I do not see how—with the great surge of students that are coming 
toward us, of the college-age youth, plus the great demand by these 
other three groups that I mentioned—I do not see how the financial 
plight is going to get better. In fact, it is going to get worse, meaning 
that it will take all of our financial resources for doing the job at hand. 

Senator Pastorr. Is your institution now utilizing an educational 
facility, a television channel ? 

Mr. Caveny. Sir, we are a member of channel 11, which is one of the 
channels in operation. I will put it that way. The institution itself 
is not using the channel as an educational institution, but we are en- 
aged with other institutions in the use of one channel. 

Senator Pastore. How has it worked out? 

Mr. Caveny. Well, it is working out very well, as far as the pro- 
grams are concerned. It has a very fine program in educational tele- 
vision, but the amount of televised education of the type of thing that 
I am speaking of, that is the formal type study, has not been devel- 
oped, because if you would do all—if you would limit it to that at the 
present time, that is to that type, the formal-study type, we would not 
have adequate facilities available for charging tuition and making the 
programs sustaining. 

Senator Pastore. Well, I mean apart from the fact of charging 
tuitions and sustaining programs; I am interested in the efficacy of the 
system itself—I want to direct myself to that specifically. In your 
opinion, can this opportunity of educational television be really effec- 
tive without some formal organized system of education ? 

Mr. Caveny. I think it can serve a great purpose through two kinds 
of programs. One I call educational television, and the other I call 
televising education. 

In other words, if I understand you correctly, I am trying to say 
that you could not limit it entirely to just formal courses. You must 
have the general type of educational programs that will serve » pur- 
pose also, but I think that it is woefully lacking, and will be, without 
subscription television. That is really my main point. It is woefully 
lacking at the present time, and will be, unless we have some way of 
making these people tuition-paying students. 
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Mr. Cox. What is the present basis of support of channel 11? 

Mr. Caveny. Sir, I personally help to solicit funds. We solicit from 
industry, we have an organization for going out and speaking to clubs, 
and we are passing the hat, so to speak, and my point is that if we have 
to rely upon that completely we are losing a great resource over here 
which would be available to us through subscription television. 

Mr. Cox. Which you are not now ¢ able to take advantage of because 
it is not authorized ‘and the equipment is not available? 

Mr. Caveny. It is not available and it is not authorized. 

Mr. Cox. What rates would you propose to charge for a typical 
course of the kind you are considering ? 

Mr. Caveny. We are just in the process now of research in the use 
of this device, and, therefore, it would be impossible for us to get into 
the economics of it, because we have been engaged merely in how this 
device can be used most effectively, and I couldn’t answer that question. 

Mr. Cox. Have you conducted any experiments, such as some edu- 
cational stations have, where they provided a formal course—not as 
formal as you are contemplating—over an educational station, and 
they provide a syllabus if the viewer writes in and sends them a cer- 
tain amount of money? Have you any basis on which you could 
project an estimate of what the public would be willing to pay ? 

Mr. Caveny. Well, we have done that over a commercial station, 
and on the commercial station the appeal was very good for the type 
of course that we offered. I think they paid $5 to participate in the 
course without written examinations, without credit, and for the 
course with credit they paid something between $12 and $15, and then 
they wrote the ex: uninations, and were able to get the credit for that 
work. 

I would say that that was in a very experimental stage, also, and 
that we have not yet developed the technique of using this equipment 
to the place where it will be by the time that it is needed. 

I should say that at the — time the colleges are able to meet 
all of these four programs fairly well, but I am speaking of convine- 
ing the public, or the people, the pow ers that be, in advance of the 
need, because we know from demographers that the need is going to be 
great in all of these four fields that must be served. We are having 
a difficult time convincing our public that we shall need certain fa- 
cilities, and certain staff, and other things, and funds, to be prepared 
to meet this great group when the time comes. 

Now, the same is true with television. 

Senator Pasrorr. Now, a question at that point. You mentioned 
channel 11. Without getting into the technical aspects of it, which 
I don’t know, and which can be developed later on, can you see a com- 
bination of both free and subscription service with reference to chan- 
nel 11, for instance? 

Mr. Caveny. Definitely, sir. 

Senator Pastore. You could have part of it without subscription 
and part of it with subscription ? 

Mr. Caveny. That is exactly what I mean. Again, the income will 
supplement the program, not only to sustain what we have now, but 


to add the televised education, the formal type education, and do a 
better job. 
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Senator Pastore. In other words, what you are saying is: Here is 
channel 11 in your community now, which is strictly an educational 
channel. 

Mr. Caveny. Yes, sir. 

Senator Pastore. Now, if part of the services of that particular 
channel were devoted, even, to subscription television, so to speak, in 
order to give a more formal type of course, you can see that as a very 
helpful and healthful situation ? 

Mr. Caveny. That is right. 

Senator Pasrorr. Without destroying the other element of it? 

Mr. Caveny. In fact, it will improve the other element of it, and 
the other element needs improving. In other words, that is funda- 
mentally the vision that we have as subscription television’s contri- 
bution. 

Mr. Cox. How many hours a day does this station program now ¢ 

Mr. Caveny. I think it runs 5 days a week, or 6 days a week, from 
10 to—I think it is a 6-hour program daily; I am not sure. 

Mr. Cox. And you think perhaps this might permit extension of 
that, so you could give a fuller schedule? 

Mr. Caveny. Not only an extension, but a higher quality program, 
more emphasis on the education and less on the entertainment phase 
of the program. 

Mr. Cox. Now, do you see this kind of program as confined pri- 
marily to utilization by the noncommercial educational stations pres- 
ently provided for, or would this also be a source of programing for 
commercial stations 4 

Mr. Caveny. As far as I am concer ned, as an educator, it makes no 
difference whether it is used over the 252 channels, or all of the other 
channels. The main thing is that this system will be out there that 
will be usable for educational purposes. 

Mr. Cox. But your need for a device for getting in revenue in con- 
nection with this is greater in connection with the educational channel 
than in connection with the commercial station ? 

Mr. Caveny. Yes, and to raise funds now, you have to put the 
emphasis on the appeal and on the showmanship and on the entertain- 
ment, and what I am talking about is formal education and the need 
for it. 

We all recognize it, but we are not recognizing resources and means 
of doing it. ‘Also we mustn’t lose sight ‘of the fact—you mentioned 
engineering, and what Russia is doing. Well, I happened to be an 
engineer in my undergraduate work, and I have done a great amount 
of work in teaching in engineering, and as an administrator, and I 
would say that we have a shortage. We are competing with industry. 
We are competing with Government. We are competing for staff, for 
our trained personnel. We are losing some of our best personnel. 

For those that we have that are good scholars, well-trained authori- 
ties—and personal appeal is a factor in teaching as we all know—that 
will make those people more useful through television extension. It 
will make them more useful to us. We can use them for our class obli- 
gations, college-age youth, as well as make their valuable services 
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available through televised education to adults and these young people 
that are not able to finish. 

Now, that 62 percent, the mortality we refer to that never attain a 
degree, they are not dropping out of school because of scholastic rea- 
sons. It is true that the majority of them, a high percentage of them, 
drop out for scholastic reasons; but many of them drop out for many 
other reasons, and, therefore, they deserve an opportunity to continue 
their education if they can have the opportunity. 

Senator Pasrorr. Mr. Caveny, we want to thank you for appearing 
here this morning. You have been very instructive. 

Mr. Caveny. Thank you, sir. 

Senator Pasrorr. Now, I have two witnesses listed for this morn- 
ing’s session, and we are going to stop here at 12:30. I was going to 
direct my question to Mr. Lou Poller and to Mr. Theodore Pierson. I 
don’t want to cut any witness short, but I was wondering if we couldn't 
determine at this time exactly how long you might take, so that we 
may fit you both in so that when we recess by 12:30 we would have 
completed. Now, Mr. Poller, how long do you expect to be ? 

Mr. Potter. Ten or fifteen minutes. 

Senator Pasrore. Is Mr. Pierson in the room? 

Mr. Pierson. Yes, Senator; I will not be more than 10 minutes. 

Senator Pastore. Well, that sounds good. The rest of it, of course, 
depends on how long we delay you. 

Mr. Pierson. I will say, to the extent that I have control. 

Senator Pastore. All right, we will try to complete, at best, Mr. 
Poller, by 10 minutes to 12, and then the remainder of the time we 
will give to Mr. Pierson. 

Mr. Potier. Thank you. 


STATEMENT OF LOU POLLER, PRESIDENT, TELEVISION 
EXHIBITORS, INC. 


Mr. Portier. My name is Lou Poller; I am president of Television 
Exhibitors, Inc. 

Television Exhibitors, Inc., is about to file an application with the 
Federal Communications Commission for authority to construct and 
operate a number of television stations in various cities and to be 
authorized to present some programs for which the public will be 
asked to pay an admission price, which should be considerably less 
than they now pay for comparable entertainment. 

We are asking the FCC to authorize these stations in cities now 
being served by multiple signals of at least the 3 networks on 3 separate 
channels. We are further asking that the stations authorized to charge 
for programs be confined to the UHF band for a period of at least 5 
years. The public will, therefore, continue to have the choice of the 
same programs they now receive as well as the choice of additional 
programs not now available to the public on the UHF stations pro- 

osed. 
. Mr. Cox. This, then, is strictly a proposal for supplementing avail- 
able programing, and would not in any case involve the blacking out 
of an existing program service ? 

Mr. Potter. It will not in any way interfere with the present pro- 
graming. 





TELEVISION INQUIRY 1189 


A great deal has been written and argued about the failure to prop- 
erly utilize 85 percent of the TV spectrum which is represented by 
70 UHF channels. The most capable people in the industry have 
wrestled with the problem for 3 or 4 years, and we are just as far 
away from a solution as we ever were. The merits of VHF and the 
inadequacies of UHF served for a time to emphasize, by argument 
only, the advisability of scuttling UHF completely. It should, there- 
fore, be obvious that our application requests facilities that are not 
now very popular, and that have been returned to the FCC faster and 
in greater numbers than have been utilized. 

Since there are no statistics upon which to base a legal argument 
for or against pay TV, all arguments presented must necessarily be 
based upon conjecture and opinion. One of the arguments against 
the adoption of pay TV has been the effect on existing programs and 
performers. Naturally, when a performer such as Grace Kelly, who 
was seen free on TV, was promoted to the movies as a great star and 
was no longer available without paying an admission price, the net- 
works did not close down, nor ask the Congress to take action against 
the movies. 

Mr. Cox. Isn’t it true, though, that if a television performer were 
hired away, in effect, from present sponsored television by the offer of 
higher rewards on subscription television, you would get a little more 
acute and direct competition in that he would now be competing on the 
very same medium in which he formerly engaged ? 

Mr. Potter. I would think so, and I would think that condition 
exists today, not as between paid-TV and TV, but between all other 
means of entertainment and expression. 

Mr. Cox. But the point I am making is that at least when Miss 
Kelly entered the movies rather than television, the competition re- 
yet the person who wanted to view her to leave his home, go to the 
theater, and pay the higher charges. 

Mr. Pouier. Surely. 

Mr. Cox. Now, if she had transferred her allegiance to subscription 
television instead, all of this would have been available, presumably 
at reduced prices, in the living room and, therefore, the impact upon 
sponsored television would have been more direct and more acute. 

Mr. Pouier. If the Prince will permit us, we will try to bring her 
back in the living room. [Laughter.] 

Only a few years ago, I presented on radio, free to the public, Bill 
Haley and his Comets, and also the Four Aces. Bill Haley appeared 
daily for over 5 years on station WPWA in Chester, and his followers 
could see and hear him in the local nightclub by merely buying some 
refreshments. Today Bill Haley gets $2,500 an appearance, and I 
must say that his early, loyal fans and I are very happy for him, and 
are not asking for legislation or other actions to prohibit Mr. Haley 
from rocking and rolling for a fee, nor do we disagree with the Four 
Aces that Love is a Many Splendored Thing. 

Therefore, any threat in whatever form to one type of free enter- 
prise inducing talent to achieve greater public acceptance by means 
of another free enterprise is a healthy American system. Only the 
public can bring about a change which they wish and that is as it 
should be. ee 

During the 5-year period that we are asking the FCC to permit this 
kind of programing, we are suggesting that only 25 percent of our 
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programs will be presented for a charge, and the 75 percent will be 
just as competitive for audiences without charge as are the other TY 
stations. We anticipate that the revenue of such a free-enterprise 
system will be adequate to enable us to do far more public-service 
programing in more desirable times than is possible under the present 
system. 

Mr. Cox. Well, now, if you have 25 percent of your programing 
devoted to subscription service won’t you tend to concentrate that in 
the evening hours, when the largest audiences are available? 

Mr. Potter. I would think so. 

Mr. Cox. Therefore, those hours would still be pretty well denied 
to public-service programing. 

Mr. Porter. We are not quite that optimistic that the public will 
keep spending all night long. We believe there is a limit to how much 
they will spend, and after they have seen a feature in the evening, 
which should take less than 2 hours, we feel that they have had it. 

Senator Pasrore. How much supervision would you expect from the 
FCC with relation to the type of program and the charges to be 
made? 

Mr. Potter. Well, there are two questions there, Senator, as—— 

Senator Pastore. I will ask them one at a time, then. 

Mr. Potzier. As to the type of programing, I don’t believe the FCC 
has attempted to police or censor programing. 

Senator Pasrorr. Don’t vou believe that after all this is a medium 
that belongs to all of the people of the country, and if you are going to 
begin to charge a specific price that somehow there ought to be some 
kind of supervision as to the fairness of the price ? 

Mr. Potirer. I think I cover that. 

Senator Pastore. Well, I am anticipating then. You may go 
forward. 

Mr. Poitier. The application we are filing with the FCC contains a 
proposed program called Citizens Day. Let me read from the 
application : 

At least twice each year the station will declare Citizens Day. During these 
days a feature presentation consisting either of a sport program, a feature film, 
a Broadway play, or a musical comedy, will be offered for a standard charge 
to the public. 

It will be publicized that the public, in payin™ to see the feature, will actually 
be making a political contribution to either 2» specified candidate or political 
party of the listeners’ choice. The proceeds from Citizens Day will then be 
turned over by the station as designated by the listener. The station will not 
charge for its air time or facilities. 

Allowing that there is a potential audience in the country of 50 million re- 
ceivers, and that the average gross charge for a feature will be $1, it can be 
expected that the proceeds of $100 million contributed by the viewing audience 
would go far in underwriting the campaigns on every level from mayor to the 
President of the United States. The station is prepared to offer additional 
time to reach this goal. 


Senator Pasrorr. Let me say one thing to you, Mr. Poller. You 
couldn’t have read that quotation before a more receptive group than 
the Congress of the United States. [Laughter. ] 

Mr. Potter. I would almost think the Senate has anticipated my 
statement. 


As part of our application, this commitment is a contract that we 
agree to perform and will be happy to. 
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Incidentally, Senator, every application to the FCC sets forth a 
schedule of balanced programing which constitutes a contract with the 
Commission, and this constitutes the supervision by the Commission. 
If the application does not represent good public service programing, 
good balanced programing, the Commission would not authorize it to 
start with. If you deviate from it, they have the same authority to 
prosecute you for breaking a contract as any other violation. 

Mr. Cox. It isa matter of historical fact that they very seldom have 
done that, though; have they ? 

Mr. Potter. In the past. 

Mr. Cox. A lot of these “contracts” that have been made with re- 
gard to balanced programing have been breached from the date the 
station went on the air? 

Mr. Potter. They have been breached from the inception, as an 
idea. It was a question of who could outpromise who. 

We are not confining our responsibility to the public to cease with a 
plan that is sure to meet with favor by political candidates who have 
experienced the agony of raising funds and the further pain of dis- 
pensing those funds for TV time. Permit me to quote again from our 
application : 


Program policy: It is proposed that during the first 2 years of test program- 
ing, the station will restrict programs offered to the public for a charge, to an 
average of 25 percent of the annual broadcast time of the station. The remaining 
75 percent of broadcast time, as shown on the typical week schedule, will consist 
of well-balanced commercial-type standard operation. 

It will be possible to schedule public-service programs in more desirable times 
since no network affiliation is contemplated. Consequently, no block time com- 
mitments will be made by the station. 

The station does not propose to sell time for political broadcasts but, in fact, 
will set aside sufficient time to present the views of the candidates as a public 
service in keeping with balanced programing. 

The station will make available its facilities and ample time for educational 
programs in both the standard and paid segments of the broadcast day. Educa- 
tional institutions desiring to offer special courses for a charge will be given 
time free on the station. This will enable schools to augment their income and 
broaden their attendance. Similar services will be offered to hosptails, charitable, 
and civie organizations. 

Local advertisers will be given equal opportunity with national advertisers 
to present programs or announcements in desirable times. It is not anticipated 
that programs, offered to the public for a charge, will also have commercial 
sponsorship. However, if as a result of ample research it is found that the 
publie will accept sponsorship on programs for which they pay and the result 
would be a considerably lower charge to the public, the station would consider 
offering such a plan for some programs to the public. 

The station anticipates that the origin of programs will be numerous and 
varied. Feature films now produced in Hollywood will increase in both numbers 
and producers as the need of the public dictates. Stage productions now chiefly 
confined to New York may as well originate in any city in the country. Sport 
programs will have many points of origination and as many producers. The 
station, therefore, will not be under contract to, or obliged to rely upon a single 
or limited program source. The station will contract on a free and open market 
for its product. Program origination will therefore be competitive and not 
controlled. 


Mr. Cox. In order to make plans for this programing, however, you 
are going to have to make arrangements considerably in advance, 
and it will be essential, if you are going to have programs originating 
from multiple points, to have pretty standard arrangements for the 
use of the telephone company’s facilities, won’t it ? 
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Mr. Potzier. I am quite sure that is so, and I am sure that the tele. 
phone company will have to provide more facilities to handle the 
additional programing from the various sources. 

Mr. Cox. In effect, as subscription television grew, if it were author- 
ized in this or any other form, a network would have to be created 
for the purpose of providing transcontinental transmission or pro- 
grams? 

Mr. Potuer. Or a dozen networks, or two dozen networks. One net- 
work might specialize in presenting sports from one area. Another 
network might be doing Broadway shows only. Another network 
might do the Metropolitan Opera and related programing. 

Mr. Cox. Neither one providing a complete service, all being avail- 
able upon the selection of a broadcaster ? 

Mr. Portier. The same as a department store must have many 
sources. 

Senator Pastore. Now, may I ask the second phase of the question 
I first asked you. If you say that one network will, let us say, super- 
vise the sports activities, and another the entertainment, moving pic- 
tures, or stage shows, there you have the substance of monopoly, so 
to speak, over and above the individual broadcasting stations. Now, 
who is going to supervise the price that is to be paid ? 

Mr. Potter. I believe the Senator arrived at a conclusion that was 
not based on what I said. I said if one network delivers sports, they 
may deliver sports from the east coast or the northeast section of the 
east coast, and it will only be baseball or some baseball games. It will 
be so competitive and it will not be confined. 

Senator Pasrore. Well, where will the competition be, that is what 
I would like to find out. Where is all of this competition ? 

Mr. Potter. There will be 4 or 5 pay TV stations in each city, each 
of whom are trying to get the product. There will be a dozen sources 
of — programs alone trying to get the 4 or 5 to buy their particular 

roduct. 

I may be using this gentleman’s baseball games this week, a par- 
ticular presentation of it, and another’s next ieek, whereas the other 
station in the community would be using his 1 week and somebody 
else’s another week. It will be no different from selling merchandise 
to a department store. Everybody will be trying to get the merchan- 
dise into the department store, and then there are enough department 
stores trying to get the customer to buy from them in place of some- 
body else. 


This will create the competition that is so vitally necessary in 
business. 

Mr. Cox. Is it your view that competition among program sup- 
pliers will control the cost there and competition among television 
broadcasters will control the cost charged the public? 

Mr. Poxuer. Yes, and ultimately the public still has the choice 
between the present free programing and what they will pay for. 

I can cover part of that, as I go along. The fact that there will 
probably be 5 or 6 times as many stations, as I am going to show 
now 

Senator Pastore. Are you suggesting in the presentation here that 
there is no requirement for control or supervision on the part of the 
Federal Communications Commission as to what you charge the 
viewer ¢ 
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Mr. Portier. I don’t see any, Senator; however, the Commission has 
that authority, and if there are abuses I expect that they will certainly 
apply the authority. Leng 

Senator Pastore. Do you mean that the Federal Communications 
Commission has the authority under your system? Let us assume that 
you sold me a card for a dollar and a half that entitles me to see three 
shows on your proposal, and the argument you have made here is, 
because this is more or less a mass-basis price, it will necessarily be 
smaller than if you had to go to a movie house or had to go to the 
championship boxing fights. 

Mr. Potter. Certainly. 

Senator Pastore. But, after all, whether you made a 50 percent re- 
turn on that deal, charging me $1.50, or you made a 200 percent re- 
turn, would be nobody’s business but your own. 

Mr. Poitier. I would think so, because at the present time the Com- 
mission has before it statements from television stations—one that I 
know of, that does a little better than $4 million a year volume, and 
shows a $3 million profit. I don’t know that the FCC has asked them 
to change their rates to advertisers. 

Senator Pasrorr. Well, because the Congress of the United States 
isn’t too much concerned about rates to advertisers, inasmuch as the 
viewer sees it free. 

Now, we are talking about a different problem. I can turn on my 
television set, and I don’t care what the agreement is between the 
network and the advertiser. The fact is, when I turn on my set in my 
parlor I don’t pay anything for it, and the Congress of the United 
States is dedicated to the proposition that it must protect the con- 
sumers’ interest and the public interest. 

Now, in this particular case you are charging the public. Don’t you 
think, essentially, inasmuch as you are using either waves in order to 
bring this service to the public, and the public is paying for this serv- 
ice, that it becomes a matter of public interest and responsibility to 
determine just about how much the consumer is paying for this service ? 

Mr. Portier. After the Senate discovers why an automobile costs 
$4,000 and what percentage of that is paid by the public for its tele- 
vision show 

Senator Pastore. But you are using ether waves here. Weare talk- 
ing about the Federal Communications Commission. Henry Ford, 
when he makes an automobile, doesn’t have to go to the Federal Com- 
munications Commission, nor any other agency, because it is not a su- 
pervised industry. Now, we are talking about a supervised industry, 
and the question I asked is, if it is going to be a supervised industry, 
at what point do you begin and at what point do you end? 

Now, you may be talking again about natural gas, but you know how 

I feel about this. [Laughter.] 
_ Mr. Potter. Henry Ford, in making his automobile, and advertising 
it on TV, has to charge me, the buyer, for the program that he shows 
me. He makes somebody else the collecting agent for it. It isn’t 
quite as direct as this would be, but it nevertheless is there. 

The television industry is a billion-dollar industry. Somebody is 
aches that. It cannot be free. The gentleman who proceded 
me talked about something free, and that is why only 15 out of 252 
stations are struggling to attempt to get it on the air. 
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This is free, but the television system and the radio system as | 
know it has never been free. The billion-dollar industry is collect. 
ing money from somebody. If the Senator says that the method of 
collecting it, whether via an advertiser through an agent into a sta- 
tion, or a network, is one that the Commission should not supervise, 
whereas one directly from the public should be supervised, and if there 
are violations which warrant that, I am sure that will happen. 

But it is a common carrier, what the Senator is talking about, and 
if they have the kind of control that A. T. & T. or any other common 
carrier enjoys, I am sure it should be regulated, and will. 

Senator Pasrorr. Well, now, wait a minute. Why must we wait 
for the abuse? It is the principle of which I speak. We control the 
rates that are being charged. We-supervise the rates that are being 
charged by railroads and other transportation facilities because it 
is an industry that must be supervised in the public interest. Now, 
why is this any different ? 

Mr. Potter. I don’t think it is any different. I don’t believe A. T, 
& T. was supervised until it matured. There is no way to supervise, 
as far as I can see, and I believe I cover it a little later. If the FCC 
were, today, to designate 49 cents as the price of admission, they might 
ultimately find it is way too low or way too high. I think the industry 
going into a new phase ought to be permitted to shake down. to see 
if it is a service the public wants, and if it is a service the public 
wants whether it is competitive enough, which might give it a much 
better break in the long run if it is ‘competitive. “Tf it is not, then 
step in and say this is a common carrier. 

ensbat Pastore. Well, I get your point, whether I agree with it or 
not. I get the point that y ou are trying to make, but here is the story. 
You start producing a film. Let us say it costs you a million dollars. 
And you are going to show that film to 50 million people. Now, the 
price that you : char; ge depends entirely upon the number of people who 
might be in a position to afford the reception of that service. 

Now, after all, it isn’t the question of take it or leave it, I think, 
inasmuch as you are using a facility that belongs to all of the people 
of the N vation—you are using the airwaves, and they belong to every- 
body. That is the reason why we supervise it. And we have to su- 
pervise these things in the public interest. 

Now, why isn’t it important, in the public interest, to determine a 
fair charge that is being made, so that rather than 50 million people 
being able to see it, may ybe 100 million people can see it. Why isn’t 
that ‘important ¢ 

Mr. Poitier. As I understand a common carrier, Senator, it is a 
controlled monopoly. Rates for common carriers were regulated at a 
time when they were given exclusion. Now, I am quite sure if I were 
to be fortunate enough to get exclusion for W ashington, D. C., 
that I were to be the only one, then it could pretty well be deter mained 
what rate in advance ought to be charged, and I would be given the 
same protection of monopoly, the same return on investment, as is 
given a common carrier. 

On the other hand, Senator, if you were to say, today—a million- 
dollar picture you c: annot charge more than 35 cents for, and we are 
now a common carrier regulated, and we charge 35 cents, and the pic- 
ture lays an egg, and it only brings in a half million dollars—nowhere, 
as far as I know in the annals of regulation, are the rates regulated 
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so that the common carrier operates at a loss. I would immediately 
come back and say this is fine, I can prove now I am entitled to a larger 
rate, as the buses do, and the streetcars and all of the others. 

Mr. Cox. Well, haven’t you just illustrated one of the problems of 
trying to impose common- carrier regulations here, because the service 
performed by the telephone company or by a railroad is more or less 
a standardized service which people are familiar with, and demand is 
foreseeable. You are going to introduce here, though, an element of 
choice, and an element of taste and of preference, which would make 
it impossible to predict the results. 

Mr. Poitier. Impossible. 

Mr. Cox. Isn’t it also true, though 

Senator Pastore. Now, wait a minute. I don’t let go of this one too 
easily. 

Mr. Potrer. I would like to go into this thoroughly. 

Senator Pasrore. There is nothing I like more than a debate. We 
are talking here about a monopoly. After all, you raised the question 
that the reason why we regulate the railroads, and so on and so forth, 
is because they have a monopoly ,so to speak. 

Mr. Potter. Precisely. 

Senator Pasrore. You don’t have a monopoly i in the sense that you 
don’t have two transportation facilities in one community. First of 
all, your reception is being confined solely and strictly to a UHF sta- 
tion, in a community. 

Mr. Potier. Or stations. 

Senator Pastore. In a community there may be only one. 

Mr. Poitier. Precisely. 

Senator Pastore. Insofar as the viewer is concerned, he can only 
turn on that particular channel to see that particular show, take it or 
leave it; am I right or wrong ? 

Mr. Pouuer. Cert tainly. 

Senator Pasrorr. Now, not everybody in the world can go and build 
up a new UHF station. They have to show a necessity, and a con- 
venience for that community in order to establish a new channel— 
before the FCC—am I right or wrong ¢ 

Mr. Poitier. Correct. 

Senator Pastore. Therefore, insofar as the little viewer is con- 
cerned, the only outlet that he has in that community is one, that 
UHF station. Whether or not he can avail himself of that par- 
ticular service will depend upon the cost. Now, why isn’t that a 
matter of public regulation ? 

Mr. Potter. Because 2,000 communities do not even have that one 
today, and if that one does get there—there is no shortage of UHF 
¢ and if that one station does get there, he is “still better 
off getting his choice, if he wants it, or what they offer for whatever 
price, or not patronizing it at all, and letting them go back out of 
business ¢ again. Itisa competitive business. A UHF station for pay 
is stil] competing with the theaters and all of the other media of enter- 
tainment, and he is not confined a 100 percent of the time. 

Now he gets nothing. In that particular community he has no 
station at all. He is now going to have 75 percent of the station free, 
if that is the way it finally settles; the other 25 percent of the time 
he can get a choice of programing which he has a solutely no chance 
of seeing, and he can still deny buying that one program. 
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Senator Pasrore. I am speaking from the point of view of the 
viewer. 

Mr. Potter. I say the viewer still has nothing in those communities 
today, not even the 75-percent free time that will be available to him. 
A little community of 15,000—and there are a thousand of them in the 
country today who have allocations—they have no station. 

Now, this is approved. It now gets a pay-TV station. The viewer 
now has a station which 75 percent of the time gives him standard 
programing, 25 percent of the time gives him what we might call 
deluxe programing, for a charge. Now, he can select at that time not 
to view if he so chooses. 

Senator Pasrorr. Yes; but you want to change that. You are 
applying to have the FCC allow you, by regulation, to change that 
situation. 

Mr. Potxer. To institute it. 

Senator Pastore. But you don’t want them to change this idea of 
supervising a fair return or a reasonable profit that you should make 
on this program, in the interest of the viewer. Now, that is the thing 
that is bothering me. 

Mr. Pouter. I have misled the Senator if I say I am against regu- 
lating it. If, I say, it requires regulation, by all means regulate it. 

Senator Pastore. Well, what would be the harm in regulating it 
from your point of view ? 

Mr. Potter. If the Senator has a plan—I haven’t been able to devise 
one. I will give the Senator the best example of it. Let us assume 
that we regulate baseball games at 50 cents. 

Senator Pastrorr. The reason I am asking these questions is because 
these questions are going to be asked, and I think we might as well get 
these answers on the record, because it is our responsibility here to 
develop a complete record. Any question that I ask you now I hope is 
not a frivolous one, and later on, of course, will be asked by others who 
are not here. 

Mr. Potier. For example, let us take baseball and say that a base- 
ball game lasting 2 hours is bringing a charge of 50 cents. Well, in 
Washington I doubt very much that anybody would pay a quarter. In 
Milwaukee they happily payadollar. They are very happy to. 

Senator Pastore. For the same game? 

Mr. Potter. It would be the Milwaukee team. I have been in 
Milwaukee 214 years; I know what they would do. We would break 
all attendance records on pay TV in Milwaukee. We would have the 
privilege of losing a half a million dollars a year. 

Senator Pastore. But if it costs me $6.60 to see a play on Broadway, 
do you think you are doing me a big favor just because you may be 
showing that to a million people, so that you can charge me—you can 
say, “Well, if you went to Broadway it would cost you $6.60; I will 
sell it to you for $5.” Now, you might think you are giving me a 
big break because if I went to Broadway I would have to pay $6.60; 
but if I went to Broadway I would buy a ticket, and maybe only a 
thousand people could see the show. You may be selling it to 10 
million people. 

Mr. Potter. The only break I would be giving you would be giving 
you the choice to turn it down, which you don’t have. 

Senator Pastore. That is what I don’t like about the argument you 
are making. Here you are coming before us and saying this is some- 
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thing the public ought to take now. In arguing that point I don’t like 
to see you say, “Well, you can take it or leave it.” 

Mr. Cox. Won’t it be to your advantage to try so to fix the price that 
it will be taken, and taken by substantial numbers? 

Mr. Potter. I think I cover that. 

Mr. Cox. So you try to find a price which will get you the maximum 
possible number of viewers? 

Mr. Poitier. I think competition would do that even if I were silly 
enough to try to get more, and I believe I cover that in the rest of it. 

Senator Pastore. All right, go ahead. 

Mr. Poitier. There are eight times as many radio stations on the 
air in this country as there are TV stations. The shortage created by 
the fact that there are only 12 VHF channels with which the FCC is 
expected to establish a nationwide, truly competitive TV system also 
means that television rates in Chicago are as much as $750 for 1 
announcement lasting but 20 seconds, whereas radio, covering a far 
greater area, is less than $25 for the same type of announcement. In 
Minneapolis, a 20-second announcement on television costs $320 
whereas on radio, in the same city, it is as little as $10. You therefore 
have a ratio of over 30 to 1 between the cost of television time over 
radio time. This can’t possibly be in the public interest since, directly 
or indirectly, the public bears the cost. Likewise, the cost is so high 
as to preclude participation by local merchants. 

The high cost of television creates another and more serious prob- 
lem, that of balanced programing. An advertiser having a huge 
investment in a television program must rely on the greatest number 
of listeners per dollar spent to adequately justify the cost. The re- 
sult is obvious; 1 advertiser gives away $64,000 to attract an audience 
and gets a popularity rating of 35 percent of all the listeners; the next 
program gives away $100,000 trying to get a greater percentage of 
popularity; 1 program has 4 murders within a half hour and gets a 
good rating; the next program raises the ante and mows down 6 cul- 
prits in a half hour. Silly as it sounds it still means that even the 
most popular program catering to 1 out of every 3 people fails to reach 
two-thirds of the public whose tastes are ignored when they do not vote 
ina pack for a particular program. 

Under pay-TV, when you do not have to rely on sponsored pro- 
grams for all of the income, and when even a minority audience can 
amply support a program, it will be possible to diversify programing 
to a point where all segments of the public will be served. Utilizing 
the 70 UHF channels would mean as many as 2,000 TV stations in- 
stead of 400. It will mean more reasonable rates and more competi- 
tive programs. 

Television Exhibitors would like to present a schedule of rates it 
proposes to charge the public for various features, but unfortunately 
there are few statistics in an industry not yet born upon which we can 
draw, other than the fact that the public will have sufficient choice of 
programs so as not to have to pay for any program they do not feel 
worthy of the price. 

This, Senator, is a little different from what the Senator put on a 
take-it-or-leave-it-basis. It is based entirely on the fact that there will 
be so many stations that they will havea choice. As long as they have 
a choice, it is not take it or leave it. Where you have one, it is take it 
or leave it, which is the case in many, many places today. 
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Just last fall we wanted to see Notre Dame play Miami on closed- 
circuit TV, and 10 of us paid a total of $40, or $4 each, to witness the 
game. This I can say, those same 10 people will be table to enjoy an 
equal presentation at my home if pay T'V is approved and the cost will 
more likely be $1 in place of the $40, and Notre Dame and Miami will 
not suffer any more deficits in their athletic programs, because they 
will also share in the income. 

As much as we enjoyed Peter Pan and the other spectaculars for 
free—it’s been a long time between drinks, and in the meantime my 
wife and I and another couple have spent about $150 to see Damn 
Yankees, Kismet, Affairs of Honor, and a few other fine plays. I am 
sure that the thousands of people who paid as we did will be very 
happy to see these same plays at that price who were unable to affor d 
the $150 that it cost. Of course, the performers and the producers 
will share in the added benefits of mass view ing. All this will be pos- 
sible when pay T'V is presented for public approval—where it belongs. 

We will be very happy to come back before this committee a year 
or two from now and present the statistics of how much it cost to in- 
stall the gadget so that the public can participate in pay TV, and also 
present statistics as to how many millions have bought the gadget and 
on what terms. Trying to prognosticate such figures at this time dis. 
regards the intelligence of this and any other committee. The greater 
the acceptance of pay TV by the public, the less the conversion and 
cost will be. The better the product, the greater the acceptance. 

I often regret the money I spent on the 10-inch, the 12-inch, the 17- 
inch, and now my fourth, the 21-inch color television set, all in a space 
of less than 5 years. During the same time, my trusty $199 set has, 
for only a fraction of the cost, given me thousands of more hours of 
programs than my color set has. It would have been tragic, however, 
if the FCC withheld authority for color TV in trying to protect people 
like myself from squandering our money on what we thought was good 
value, or if some Government agency prevented Reynolds from —s 
his ballpoint pen for a quarter today. Strangely ‘enough, pay TV i 
just the reverse, in the early stages it will be possible to buy a tettens 
that we paid $40 for as little as $1. 

Senator Pasrorr. Now, that may be true. It may be hard to prog- 
nosticate as to a distinct or special formula to initiate as a matter of 
legislation. But essentially, what would be the harm to the public 
interest if, in the allowing of this, certain reports, periodic reports, 
were made by these new operations, reporting to the FCC just about 
how it is going and compelling the FCC to report back to the Congress, 
just so that this whole thing may be supervised? Because your contest 
here is going to be—and you know what the arguments are against 
subser iption “television—that one day it might put free entertainment 
out of business, and the big concern of the Members of Congress is 
that in no way shall the public be injured. In other words, if this is 
good for the public, the public ought to have it. If it is a little some- 
thing more than they have already gotten, they ought to have that 
additional, too; but, on the other hand, you cannot come in the back 
door and ‘actually destroy this whole’ setup of free entertainment. 
Now, if this thing is not going to be reduced to a level where most of 
our people are going to have the opportunity of viewing it, don’t you 
see the harm that could ultimately result, because you ‘might detract 
from the free entertainment. To a certain segment of our people that 
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will make free entertainment uncommercial, and then once you have 
done the damage, once the damage has been done, there is no way of 
recouping the status quo. Now, that is the big problem that con- 
cerns us. 

Mr. Potter. Senator, the Congress of the United States could be 
great heroes if they discovered, when pay TV has been launched, that 
they were taking advantage of the public, and they came in and made 
them cut the rates down, this would be the equivalent of a tax 
reduction. 

Senator Pasrore. I do not say you would do it deliberately, but you 
could divert from free entertainment a certain segment of that view- 
ing public which would make free entertainment no longer of the 
quality that it is, if you detracted enough from it. In other words, a 
lot of people who could afford to buy subscription television today look 
a free entertainment, and they have a Hooper rating, or whatever you 
call it, and they say so many people view it, and for that reason we will 
put on this class of show free—Perry Como, what-have-you; Grace 
Kelly, as you have mentioned. Now, the minute you have detracted 
a certain segment of your viewing public from free entertainment. be- 
cause they were diverted to subscription television, that would auto- 
matically, possibly, have the effect of lowering the quality of free 
entertainment. Now, if it got too much out of control, it could destroy 
it, unless you had the proper governmental supervision that would 
hold the two in balance. 

Now, that is what I am talking about. 

Mr. Potter. [ do not believe anybody would object to that kind of 
supervision, 

Senator Pasrors. Well, I am not prognosticating as to what the 
formula should be. I am talking about supervision as a principle. 

Mr. Porter. I believe that the Senator would probably discover 
that, from trial and error, that could be determined a lot easier than to 
try to set regulation. 

Senator Pastore. I would not want to set it because it may be hard 
to fix it, but I would like to leave the supervision there, at least, to 
watch it in the public interest. 

Mr. Potter. There should be supervision. If that is what the Sena- 
tor is saying, I heartily agree, that there should be supervision. It 
could turn out to be very fancy oil wells if there weren’t supervision. 

Senator Pastore. That is right. 

Mr. Portier. Television exhibitors are asking the FCC to approve 
an application embodying a potential audience that will be the in- 
ducement needed for Hollywood, Broadway, and other producers of 
entertainment to cast an eye in the direction of this new great market. 

A feature film that costs $2 million can hardly be offered to the pub- 
lic on present-day television which depends on sponsorship of only 25 
advertisers having such a television budget for an entire year. Con- 
sequently, such features are not now available to the public—will 
not ever be available to the public unless a means like pay-TV makes 
it possible for the public to pay for proper value received. Fifty 
million television receivers in the country could make possible the pro- 
duction of a-$2 million Hollywood production if only one-third of the 
people paid as little as 50 cents per set—not per viewer. Will the 
public pay 50 cents for a $2 million Hollywood production? The pub- 
he has the right at least to decide whether they want to pay for it. 





1200 TELEVISION INQUIRY 


It is not compulsory and they will still have the choice of paying 2 or 
3 percent of the items that they purchase as advertised on free TV 
and accept gratuitously what the advertiser chooses to give them as a 
prize in the Crackerjack box, in the form of programs. 

Pay TV will, by its very competitive nature, result in better pro- 
grams on the present TV system—in fact, the mere shadow of pay TV 
has already brought about better spectaculars. 

Competition is the lifeblood of trade and competition in the pay-TV 
field will result in better programs for less money. It will take 
hundreds of program sources to feed pay TV instead of the 3 networks 
and the few independent producers who now decide what the public 
may see. Many of these sources are now in existence and many more 
will develop as the needs of the public demand. If the product offered 
the public on pay TV is not good value they will have the prerogative 
of not paying to view it and pay TV will be enacted out of existence by 
the i in the most democratic process known. There is little dan- 
om that a $40 value will be turned down by the public for as little 
as $1. 

The mechanical method by which a program will be available only 
on the television set of those who pay is not of consequence. There 
are three methods now on file with the FCC and obviously many more 
will be developed. If the product for which a charge is made is deemed 
good value by the public, they will pay a fair price for the product. 
Whether it be by coin box, prepaid tickets, or monthly billing—it is 
the program that will decide the issue and not the device. 

May I summarize briefly by saying that no one seems to want UHF— 
we do. No listener will be denied anything he now has unless it be 
that he chooses what we offer for money in place of a program for 
free—but he will have that choice. This is all we are asking the FCC 
to permit us todo. To let the American people choose the program, 
whether it is free or for a charge—but they should be given the right 
to make the choice. 

Senator Pastore. Senator Schoeppel. 

Senator ScHorrret. No questions. 

Senator Pastore. Thank you very much, and I hope as this hear- 
ing develops and the arguments are made, that you may feel free to 
come back at some other time, because sometimes it is pretty hard to 
anticipate the arguments on the other side of the question. And that 
same courtesy will be extended, of course, to those who are opposed to it, 
because what we are trying to do here is develop a complete record. 

Mr. Pierson. 


STATEMENT OF W. THEODORE PIERSON, COUNSEL OF THE ZENITH 
RADIO CORP. 


Mr. Pierson. If the committee please, I represent the Zenith Radio 
Corp. Thus far it has not been heard in the proceeding. I do de- 
sire to take a few moments of the committee’s time for some rather 
formal procedures. I would like to introduce in the record com- 
ments and reply comments, which are in substantial volume, that we 
have filed with the Commission so that they will be available to the 
staff and the members of the committee for whatever references might 
be desirable. I would think it will fully demonstrate our position 
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before the Commission and also provide answers to any detailed ques- 
tions that we might not be able to cover in the course of the hearing. 

Senator Pastore. On the question of admissibility, may I ask you 
this: Is it a document that ought to be in our files for reference, and 
referred to in the record, or do you think it ought to be included in the 
record ¢ 

Mr. Pierson. I do not think it is necessary to include it in the rec- 
ord. I think it is sufficient if it is merely in your files. 

Senator Pastore. All right, because I wouldn’t want to encumber 
the record any more than need be, but we shall incorporate it by ref- 
erence and it will be in our files, and the record will indicate that it is 
in our files if anyone desires to refer to it. 

Senator ScHorrret. Could we have at the proper place in the rec- 
ord the demarcation of the instruments by name / 

Senator Pastore. Yes; would you identify them for the record? 
That is a very fine suggestion. 

Mr. Prerson. The first document is a joint substitute petition con- 
cerning subscription television, filed on November 29, 1954, which was 
a substitute petition for one filed in 1951, when this matter was first 
instituted at the Commission. 

The second document is the comments of Zenith Radio Corp. and 
Teco, Inc., in the rulemaking proceedings in docket 11279, filed on 
June 9, 1955. 

The third document is the reply comments of the same parties in 
the same docket, 11279, filed on September 9, 1955. Now docket 11279 
was the Commission’s rulemaking proceedings on subscription tele- 
vision which was concluded, as far as presently ordered, on Septem- 
ber 9, 1955. 

The fourth document is the comments of Zenith Radio Corp and 
Teco, Inc., docket No. 11532, filed on December 15, 1955. 

The fifth document was filed by the same parties in the same docket, 
11532, and it consists of reply comments. That date was January 20, 
1956. Docket 11532 concerned the reallocation matter, the UHF con- 
troversy, and all of the proposals to modify the Sixth Report and 
Order of the Commission. 

Now we had hoped to have other witnesses present. For one, the 
written statement was sent directly to the committee, that of Gover- 
nor Johnson; he was unable to be here. Another witness was Ralph 
Bellamy, an actor, who is president of the Actor’s Equity, a labor 
association of actors engaged in the legitimate theater. Mr. Bellamy 
was on location out in Hollywood and found it impossible to get here, 
but he did forward to me his statement. I would like to have his 
statement entered in the record as though presented in person. 

Senator Pasrore. Without objection, we will do that. 


STATEMENT OF RALPH BELLAMY 


Mr. Betiamy. In view of my long interest in subscription tele- 
vision I had hoped to present this statement Pee but due to 


other commitments I have unfortunately found this to be impossible. 
I would appreciate it, however, if this statement will be considered 
the same as 1f I had made it personally. 

My first interest in pay-as-you-see, or subscription television was 
motivated by the serious lack of employment and the general economic 
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condition of the theater, and because I am president of Actors’ Equity 
Association, whose members are actors in the legitimate theater. An 
analysis of the possibilities of subscription TV with respect to em- 
ployment seemed to me to reveal unlimited possibilities, not only for 
actors, but for all the talent pools, as well as craftsmen and tech- 
nicians, and extending even to employees in the manufacturing and 
distribution field of television sets, and the construction and fran- 
chising of new stations. 

Present programing is tied budgetwise and policywise to the na- 
tional industrial economy which pays for it. Some twenty-odd spon- 
sors control some 90 percent of the programs currently on the air, 
The local station owner receives desirable programing only at the 
discretion of the national advertiser and the networks. The viewer 
must select his entertainment from what is available under this sys- 
tem. There are two kinds of programs the viewer is being denied: 
(a) The kind that is too costly to be supported on a regular basis by 
an advertising budget; and (6) the kind that might seem to have too 
limited an appeal to warrant advertising budget expenditure on a cost- 
per-person basis. I believe the televising of Broadway plays would 
fall into either or both of these categories. And the possibility of 
such televising would certainly help to alleviate the serious unemploy- 
ment condition in our membership, as well as the increasingly pre- 
carious financial position of the theater as a business. 

The theater as a whole has undergone an economic metamorphosis 
in the past 10 years, which seriously threatens it as a continuing vital 
part of our culture. A play which could have been produced some 
10 to 15 years ago for $25,000, now costs $75,000. And the price of 
tickets has necessarily increased over this period to the extent that 
a play must be a hit before it can attract sufficient audience to make 
it a good business venture. And “risk capital” in the theater is more 
wary than it has ever been. If it were possible to televise a play at a 
nominal price of from 10 cents to 25 cents per set on any kind of 
substantial basis, it can readily be seen that it could encourage more 
production and probably at the same time prolong the run of the play 
which is being televised. 

Road shows have become almost extinct because of the economics of 
the theater. This shortens the extent of employment of individuals 
concerned in any given show, and also denies people living away from 
production centers the opportunity of seeing plays. It is possible that 
subscription TV is the answer to the road, both as a sounder basis 
for original capitalization of a play, and because it will take the 
theater from production centers to the homes of those who might 
otherwise not see plays. 

In addition to these benefits which the theater would derive, em- 
ployment of actors would certainly increase through their use in 
other kinds of entertainment programs, such as educational and his- 
torical programs, craft and trade programs, language lessons, musical 
and literary programs, et cetera, many of which would have perhaps 
limited appeal, but would make profitable business ventures, at a very 
small cost to the set owner who wished to pay for them. 

I believe that the cost per set. for subscription television would 
find its own competitive level and would not in any way interfere 
with present programing or the availability of star performers. The 
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most popular programs and performers in the present commercial 
field would be held in that field because of their very popularity. 
There would be nothing to gain by their converting to subscription TV 
for the reason that their very popularity assures them a wider and a 
larger audience than they could have on subscription TV. 

I earnestly hope that subscription TV will be allowed a trial. Its 
acceptance will be the viewer’s choice, and his decision. It is highly 
probable that the public will welcome a wider variety of TV fare. 
And it is highly probable that they are willing to pay a small charge 
for it. We will never know if it isn’t tried. 

Mr. Pierson. I would like to inquire also whether the exhibits that 
Mr. Kohn worked from yesterday have been admitted into the 
record, because I think the record would be quite unintelligible unless 
those exhibits are in. 

Senator Pastore. They were not, I’m informed, but the staff in- 
forms me that they are essential to the record. Is there any objec- 
tion to their being included in the record ? 

Senator Scuorpren. I think they ought to be included in the record. 

Senator Pastore. Without objection, so ordered. 

(The exhibits referred to are set forth following Mr. Kohn’s testi- 
mony, starting at Pp: 1129.) 

Mr. Pierson. If the committee please, there are a few distinctions 


in the proposals and the positions of the proponents. I do not think 
it is important that they be emphasized here, except to the extent that 
they may provide somewhat different answers to questions that have 
been raised by the committee, so I would like to limit my discussion, 
which will be very brief, to those distinctions which it appears, from 


questions asked so far, would provide a different type of answer than 
was indicated by the other proponents. Now Zenith alone among the 
3 present proponents, or 3 present owners of a system, proposes to 
lease its equipment to the subscriber. Both Telemeter and Skiatron 
testified that they intended to sell them for a price of from $40 to $45. 
Zenith proposes to install the decoder in the subscriber’s home for an 
installation charge which, under our best estimate, ranges somewhere 
around $4, plus a charge per month for having the equipment in their 
home. Now the best estimate that we have been able to make to date 
as to that charge is $1 per month. Also the arrangement with the 
subscriber would be that he can terminate that service at any time. 

Now the reason I think this provides a somewhat different answer 
from the proposals of the other two proponents refers to questions 
asked yesterday by both Senator Potter and Senator Bible. Senator 
Bible, I believe, particularly wanted to know what assurance, if he 
paid $45 for this gadget, that he would get any service out of it at 
all, and wasn’t the public likely to be very seriously damaged, at least 
in the early stages before it is an established service, by these expendi- 
tures. That was one of the reasons that Zenith felt that the invest- 
ment to the public should be kept at a very small amount until the 
service is fully established; and, of course, no one can predict today 
whether this thing will succeed or fail, and it was our feeling that 
the public should be protected in that interim period. 

I should add, in candor, that there were other reasons that were 
purely business in nature that dictated the desirability of controlling 
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the equipment, in terms of service, in terms of a collection instrument, 
so that if a party did not pay, for example, what he owed for the pro- 
grams that he took, you could remove the instrument itself and it 
would still be your property. So the maximum, I would say, gamble 
that anyone would take on this service when it starts would be between 
$5 and $6. That would be the most that they would be committed in 
terms of funds. 

We have also proposed that the Commission prohibit the use of 
advertising on subscription television. We feel that the industry, if 
it ever develops—the subscription television industry—would not be 
too wise in inserting advertising, and certainly as far as Zenith is 
concerned we would like to see it prohibited to preserve the full quality 
of the product, for one reason, and second, because 75 to 85 or 90 per- 
cent of the time is going to be available for advertisers and that reve- 
nue, and that use should go into the free time and not the pay time. 

Senator Pastore. May I ask you a question at this point? 

Mr. Prerson. Surely. 

Senator Pasrore. If I understand you correctly, Zenith would own 
the equipment and would have an agreement with the subscriber to 
service it and to pay a rental for it. _ Let’s assume that I became dis- 
satisfied with the equipment of Zenith, could I still get paid subscrip- 
tion television by going to Mr. Poller and doing business with him, or 
where am I? 

Mr. Pierson. As I understand, Mr. Poller does not have a system. 
As I understand the proposal, from his statement this morning, is 
that he intends to be the broadcaster. He wants someone else to put 
in the actual subscription television system. Now what Zenith pro- 
poses, first, is that the Commission permit all owners of systems— 
this would be Skiatron, Telemeter, Zenith, and even RCA, if they 
have got one locked up somewhere—to enter into any market and 
put in their system. We propose that our system will be available 
for use by any broadcast station in the community that is authorized 
by the Commission to engage in subscription television. We propose 
also that our charge will be the same to any broadcasters who use it. 
In other words, our charge must be nondiscriminatory. 

Consequently, the subscription system, in the manner that we pro- 
pose it, would not be engaged itself in telecasting, except in the initial 
stages as strictly promotion. It would probably not be engaged in 
the procurement or distribution of programs. All this system is is 
a service that it furnishes to two people: a broadcaster who has pro- 
gram product that he wants to get to the people, and people that want 
to see his program product, and product that would not otherwise move 
through the television system. 

Now this brings me to a question with which Mr. Poller was 
dealing. 

I think some of the questions addressed to him overlooked the stage 
at which we now are in subscription television. It is not an industry. 
It is yet unborn. It has been laboratory perfected. Technically 1 
has been field tested. Now I think it is beyond the capacity or the 
prescience of any individual or group of individuals—no matter how 
well informed technically or economically or in this industry—to de- 
termine as a fact whether the competition will be sufficient to protect 
the public as to the price; or if it is not, what measures you would 
have available to determine what regulations should be made. Because 
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if you want to set a rate to protect the public, we presume it would 
be a rate that would be an intelligent rate and would follow the pur- 
poses of most ratemaking, namely, not to kill the service, but to make 
sure that the business exists and that the person oper ating the business 
does not get an unconscionable return, being in a monopolistic business. 

Now the facts that would be necessar y for any ratemaking body 
following classical ratemaking procedures cannot possibly be deter- 
mined today, because there are no facts. There is no empir ical knowl- 
edge of any kind as to what this will do. Our position before the 
Commission has been this: We cannot at this time conjure up all of 
these facts. What will happen, a proponent thinks, is very beautiful 
and rosy—an opponent thinks it 1s very bad. I submit none of us 
know because it is a fact we have not been able to learn. We have 
asked the Commission for this one privilege, and I claim it is an 
ordinary and common American right—to start with this service to 
the public, obtain the empirical knowledge and the experience that 
is necessary to determine, (1) whether we as a business are making 
a wise investment to continue it, and (2) whether if we do, certain 
abuses or evils have been shown to exist that will require regulation 
in this area or that area. 

Now I submit that only then can intelligent regulation be applied. 
And I submit that the reason that it cannot be now is because the facts 
are not established, and will not be. 

Senator Pasrore. Well, I follow you very clearly, Mr. Pierson, but 
then wouldn’t you subser ibe to this : argument, also? Maybe I put ‘that 
wrongly, about subscribing to it. I do not want anyone that repre- 
sents an interest here to subscribe to anything that might be somewhat 
in opposition to his position. But look at it this way, let me say: 
Here you have a service that is being rendered to the public at large 
on a gratis basis. Substantial arguments are being made before the 
Federal Communications Commission—and they are going to be made 
here, if they haven’t already been made—that the tendency, or the like- 
lihood, exists here that this new medium of service to the public, of 
paid TV, might in some way affect the bounty that the public now 
enjoys on a gratis basis; and that if this became to prevalent, it might 
well mean that the quality of entertainment that is now being enjoy ved 
by the average viewer might be somewhat injured or affected. 

Now were that problem facing the Congress, and the issue facing 
the Federal Communications Commission—which is a substantial 
question—you say that will never happen. You are talking about 
prognostication. Look at the prognostication that is going on right 
on this issue. You say you are going to help the industry. Those 
who are opposed to it say you are going to ruin the industry. So even 


there we do not know the answer. We are in a nebulous state as it 
now exists. 


Mr. Prerson. Right. 

Senator Pastore. Well, now, because of all of these uncertainties, 
don’t you think there ought to be some type of supervision on the 
part of the FCC, not in any specific formula of rate of return, or what 
have you, because it might be hard to judge it now, and you might 
not reach the right for mula; but somehow there ought to be some 
strict supervision so as to hold these two conflicting interests in bal- 
ance so that the public will not be injured. 

Mr. Pierson. I am in full agreement. 
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Senator Pastore. Now what it is going to be, I do not know, but I do 
not think we can say that free competition will do it. 

Mr. Pierson. I have never understood, Senator, that any proponent 
proposed anything else, and much less have I ever understood that the 
Federal Communications Commission, conscious of its responsibili. 
ties, would turn this thing free and let it go its own way with never a 
care as to what was happening, or what they were doing. But you 
must remember this: that when the Government says we can enter 
the market place, it is going to be a substantial period of time—and [ 
probably should add, if ever—that we will be in 2, 3, or 4 markets jp 
the country. 

In the first place, to equip a market with 100,000 receiving sets, to 
give this thing a fair test—assuming that is—I would judge that it 
would be well toward the end of a period of 2 years before one market 
was established in that fashion by a single proponent. Now, it might 
be possible toward the end of the 2 years to have started in a second 
market. If you take the present 3 owners of systems, that would be 6 
markets in the country. 

Now I have assumed that, through that period of time, the Fed- 
eral Communications Commission will be very carefully watching 
what develops, and they have proposed that their authorization for 
this initial period—whether it be 2, 3, 4, or 5 years—be tentative and 
supervisory in nature, so that during that period of time this con- 
mittee, as responsible and sensitive as it is to all problems involving 
the public and broadcasting particularly, and the Commission, with 
the same sensitive responsibilities, will be quick to move, and will have 
much time to move while they are getting facts—not just someone's 


speculative predictions that are colored, consciously or unconsciously, 
by their own interest in the matter. 

Now I can tell you frankly I do not believe that the things that 
they predict will come true. I cannot think of tougher competition 
for anyone going into business than competing with someone who 


is giving something free. I cannot think of any tougher competition, 
with reference to price or to quality of product or the value of your 
service, but I must admit that even if I tried to be objective, and as 
an advocate I probably have not that particular office—— 

Senator Pastore. I have always found you at least attempt to be 
objective, let me say that, Mr. Pierson. 

Mr. Pierson. Thank you, I must admit that you are no more entitled 
to believe me than you are them, and I cannot prove to your satis- 
faction that they are wrong, and they cannot prove that I am wrong— 
but experience will. The important factor here is that while that 
experience is being gained there will be governmental bodies who will 
be supervising it and watching it diligently, and I do not think the 
public is going to suffer even if we are pirates, because I do not think 
the members of the Commission or this committee would permit it. 

Senator Pastore. Well, I am very happy to hear you say that, and 
I repeat again, naturally there are so many uncertainties involved 
in this situation that it is pretty hard for anyone. If you ask me, 
“Well, all right, what should the formula be?” I couldn’t answer that 
question, and if we had to call in experts we might have to call in 
the same people who are addressing us now who are not in a position 
of knowing because the facts have not been developed through 
experience. 
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But, on the other hand, there ought to be some broad authority on 
the part of the FCC whereby they would be in constant touch with 
this and reports would be made as to the progress, so that the Con- 
gress would be apprised, and the public interest of the situation as 
it develops from day to day, so that ultimately, if any regulation 
should be made, it can be done judiciously; and, on the other hand, 
if it should not be made, it could be explained to the public why, in 
the public interest, it should not be undertaken. 

That is all I am saying. I am not too much impressed that there 
js going to be so much competition here that competition is going 
to take care of it, because just as you say, we are all more or less 
swinging in the dark here, and what competition are you going to have 
here when we don’t even know what the competing forces are. 

Mr. Prerson. You see, Senator, my great concern is I know, were 
I an advocate on the other side, that I would urge the Commission, 
and this committee, never to let this get off the ground until all of the 
evils have been discovered and regulations have been adopted to avoid 
them. And the reason I would advocate that is I would know that it 
would be impossible for it ever to get off the ground, because the con- 
dition that they impose for its start is absolutely impossible of human 
attainment. That is why I want to emphasize that we do not preclude 
proper Government control. 

For example, the application from Allentown that Mr. Kohn spoke 
about yesterday, ana copy of which was filed in the record, had 
provisions for extensive weekly reports to the Commission on every 
possible phase of the operation, and I just cannot assume that the 
Commission would not deal intelligently with that material. Zenith 
obviously will do the same thing, and I am sure that every telecaster 
is under an obligation to furnish such reports as the Commission 
demands. 

Senator Scnorrret. Well, Mr. Pierson, what you are saying—and 
what I understand you would have no objection to seeing done— 
would be that the Commission, or the proper agencies of the Govern- 
ment, retain jurisdictional control—or regulation, maybe I should 
say, a better word—during this trial run period, during which period 
of time facts and circumstances and scientific data will be available, 
reportedly available, openly available, for the purpose of seeing if 
regulation is needed to curb some evil results or monopolistic 
tendencies. 

Mr. Prerson. Yes, Senator, that is precisely our position. 

For example, the first transcontinental railroad was completed in 
1869, but we didn’t have the Interstate Commerce Act until 1887. 
Now, it would be interesting to know what would have happened to 
that development if, before they could lay the first track, they had to 
anticipate all of the regulations that would be necessary. It was im- 
possible; and no one stopped the Wrights from flying at Kitty Hawk 
until they showed all of the CAA regulations and the laws that would 
have to be passed. 

As a matter of fact, the networks started in business in 1925 before 
we even had a law regulating the industry. Now, also at that time, 
advertising started taking hold, and was used as a means for support. 
Now, Mr. Sarnoff didn’t suggest that it should be an issue in a presi- 
dential election, or that we should have a detailed study of what 
regulations of networks there should be, or what regulations of ad- 
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vertising ; and no one can say from hindsight that you couldn’t haye 
predicted evil along with the good. 

It was 1939 before evils grew in the network industry that required 
Government to act. In 1943 they finally effected regulations, and 
those regulations were designed to meet the evils established by facts 
that were then existent. 

Now, the mere fact that something may require a future law or q 
future regulation does not mean that we should not do it. That is 
denial of progress. That is a refusal to meet the challenge of the 
new, and we certainly are conceding, and are in no way maintaining— 
we are not maintaining that it will never be in a position to require 
some type of regulation. We are maintaining that no type of regu- 
lation can be adopted until we have some experience, and the only 
purpose of those suggestions is to make sure that we never get a start, 

Senator Pasrore. Well, I subscribe to that completely, and all I 
desire to say in rejoinder is this: I am pretty well convinced—after all, 
I have been at this for a couple of years on this UHF and VHF 
problem—and I am pretty well convinced that had we had the vision 
in the early stages to step in at the proper time, much of the abuses 
that have developed would not exist today. And we don’t want that 
to happen here. Had the UHF-VHF situation, and this whole busi- 
ness of concentrating 7 stations in 1 area, been avoided from the start, 
we wouldn’t be in the trouble we are in today. And we want to 
avoid that before it happens, because once it happens it is pretty tough 
to return to the status quo ante. 

Mr. Prerson. I think, Senator, the type of supervision that you 
and Senator Schoeppel have discussed will adequately avoid any such 
repetition of those problems. 

Senator Pasrore. You may proceed, and I want to thank you for 
the observations you have made, Mr. Pierson. 

Mr. Prerson. Senator Potter, and I believe Senator Bible, yester- 
day both inquired as to the charge that would be made of the viewer, 
and I believe there were some questions of the chairman this morning 
in that connection. 

The one thing that I think perhaps has not been made too clear, 
is that in the proposal so far we are not comparing a dollar paid in 
the home to a dollar paid as admission to a theater. In other words, 
when we speak of charging a dollar for a feature picture on sub- 
scription television, we have no control over the number of persons that 
see 1t—it can be 4, 5, 1, 10, 15, or 20. 

Now, you cannot determine the charge per person until you know 
precisely how many people would see it. When a theater charges, or 
a ball park charges, they charge on the basis of each person. Now, 
T would say if it cost you a dollar to go to the movies, and we charged 
the same dollar at home, and an average of 4 or 5 people in the family 
saw it, we would get down to a figure of 20 or 25 cents. I think there 
has been a tendency to use the theater frame of reference of per person 
admission when we are dealing with a per home admission which may 
involve any number of people. 

Senator Pasrore. Well, now, another question, and this to me is 
very important, Mr. Pierson. 

You have a mechanical apparatus that is affixed to your television 
set that unscrambles a pcraaiified picture, and gives you a clear picture. 
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Now, on this question of the competition in the field, and the right 
of choice on the part of the viewer, how many of these services are 
existing today, or do you have a patent on that particular type of 
apparatus so that, unless they use your apparatus, they cannot see it? 

Mr. Pierson. Of course, there are none existing today, but the sys- 
tems that have been developed—Zenith, and Skiatron, and Telemeter— 
each have filed patents covering their particular systems. 

Now, we have patent rights on our own system, and they claim 
patent rights on their systems. As far as I know, the chances of any 
one of us coming out on top is going to depend much more on the 
effectiveness of our system than on any patent protection; and in any 
event Zenith proposes to permit, for instance in the manufacture of 
the equipment, to freely license the manufacturer of the equipment. 
They propose to grant franchises for its use. They are not going to 
operate it themselves. They will operate it on a franchise basis. 

Senator Pastore. But can you move from one to the other and still 
see the program? That isthe point I make. Will there be competition 
in there? For instance, you said you are going to charge a dollar a 
month. Now, is there someone else that might come along and say, 
“Look, if you take mine and don’t take Zenith’s you will see the same 
picture and I will charge 50 cents a month.” Will there be that 
competition ? 

Mr. Pierson. I think there will come competition between systems. 
This is only for the technical perfection. The competition for pro- 
grams will come from the stations competing with each other. I 
assume there is some limitation upon the amount any family will pay 
in a week for subscription programs. The tests in Chicago indicated 
a dollar and a half. Now, if you have 3 stations each putting on 15 
hours a week of subscription programs, they are each competing for 
that dollar and a half average from that home. Now, it is not competi- 
tion that is restricted to a certain given time, because one station may 
be putting on a motion-picture feature, and the other a sports feature, 
ol the other the Metropolitan Opera. Now what the family has to 
decide, having a dollar and a half, is which one of those will it take 
in this particular week, and it could happen that those 3 programs are 
allon 5 nights. They are not competing in terms, spatially, with each 
other, in terms of time. They are on different nights. The expense 
competition is from the program producers and broadcasting station 
owners, in inducing the subscriber to spend his dollar and a half on 
their programs. And, I believe, again with the color of advocacy prob- 
ably offending my vision a little bit, but this is why I believe that there 
will be competition among programs and among stations. 

Senator Pisecais But merely to get this on the record, because I 
anticipate these arguments being made, let us assume that you put 
your apparatus on 75,000 of 100,000 television sets in one community, 
and you charged them $1 a month. Those people are receiving that 
service. Now, when you have reached this point of 75 percent, leav- 
ing only a residue of 25 percent for the other competitive service, let 
us assume that you decided on your own to raise the price to $5 a 
month. What is my remedy, just to say “All right, take it out?” What 
do I do about seeing this pay television ; where do I go? 
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For instance, like the telephone in my house. If I become dissatis- 
fied with the rate it is a case of pay the rate or do without. Now, is 
that what is going to happen here? 

Mr. Pierson. Well, if we have a prior assumption that any intelli- 
gent businessman would so reduce his subscribers by increasing the 
price constantly—— 

Senator Pasrore. But you already have them. 

Mr. Cox. Didn’t you install this under a written contract originally? 

Mr. Pierson. Yes; but I say this: Just like Gillette sells its razors 
almost at cost to sell the blades, we are not going to make our profit 
out of the monthly charge for the machine, to have it in the home. 
We want to make the lowest possible charge so we will have as many 
people as possible put the equipment in that will enable them to receive 
this program that they want to see. 

Mr. Cox. Where, precisely, will Zenith get its return—in royalties 
on the manufacture of decoders ? 

Mr. Pierson. Well, Zenith anticipates its major return in term of 
royalties from the franchise holders who use the equipment or use 
the patent. 


Mr. Cox. Is this, then, going to be a percentage of his gross, net, or 
some agreed basis ? 

Mr. Prerson. It hasn’t been refined that far because it is hard to 
figure out what kind of arrangement you will make when you are deal- 
ing unilaterally. We know what we might want from the franchise 
holder, but we haven’t been able to sit down with any of them and see 
what they would require from us, and it is essentially going to be a 
question of bargaining, and I have no real grasp. I don’t know how 
we can get a determination. 

I will say this: The return to Zenith from the franchise holders’ 
take, or from the subscribers, will be a very, very small percentage of 
the total, obviously. 

Mr. Cox. The franchise holder will be getting his return simp] 
for the continued maintenance of the service and the continued ‘oth 
ing service he performs for the broadcast stations ? 

Mr. Prerson. That is correct. 


Mr. Cox. And he has certain expenses in connection with that? 
Mr. Prerson. Yes. 


Mr. Cox. And these must be deducted from whatever override he 
gets on the program charge? 

Mr. Prerson. I would say our principal cost would be the amortiza- 
tion on the equipment. Because in Washington, where there are 600,- 
000 television homes, if you assumed 50 percent were subscription 
television homes, it would cost $15 million to the franchise holder to 
get the equipment for all of them. His principal cost is going to be 
the amortization figure which may be in the early years, 3 or 5 or 8. 
Now, the rest of his cost is going to be primarily in collections and 
what promotion he does with his subscribers to let them know what 
shows are coming on. 

Senator Pasrorre. Well, isn’t the system somewhat like the service 
charge on a gas or electric meter that you are talking about? 

Mr. Pierson. Yes, it is. Except Zenith doesn’t propose to use a 
metering device. It has one. 

Senator Pastors. I know that, but I mean what you are going to do 
is actually sell the programs, over the course of a week; and they re- 
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ceive this program by the use of this apparatus on which they pay a 
service charge while it is in the house; and then, in addition to that 
service charge, will they have to buy the program, too ? 

Mr. Pimrson. Well, each program has its own charge in addition 
to that. 

Senator Pastore. In addition to the charge for the apparatus? 

Mr. Pierson. We have spoken of charging them initially maybe 
$4 or $5 for installation, and then $1 a month, which would amortize 
the equipment over 50 months. It may well be, since our interest is to 
encourage as many people as possible to put in this equipment, that 
we will make no installation charges or even a monthly charge. 

Senator Pastore. But this is what I would like to get on the record, 
if such is the case. If you go too far with this subscriber, there is 
always the likelihood that he could ask you to take the whole equip- 
ment out and go to somebody else’s equipment. Is that there? 

Mr. Pierson. That is correct. 

Senator Pasrore. That is what I am trying to establish. Is he stuck 
with what he has got, or can be, at any time, say, “Look, you have gone 
too far, and I think I will take somebody else’s equipment and see the 
same programs” ? 

Mr. Cox. He can do this only if there is a Telemeter or Skiatron or 
RCA franchise holder in the area who has the equipment available 
and has made the arrangements with a broadcaster to provide pro- 
grams encoded in that system. 

Mr. Prerson. That is correct, Mr. Cox, but I would think, operating 
as a franchise holder, my greatest fear would be—let us assume that I 
am at this time the only one in the market. The greatest fear I would 
have, having that nice cozy little situation, would be that I would so 
abuse the public and overcharge it, that I would plow very favorable 
ground for bringing Skiatron and Telemeter in. 

Now, maybe my idea of a wise businessman is wrong. Maybe I 
cannot understand it. I don’t think they would do that, but if they 
do do that, and if they do abuse the public, and the competitors do not 
jump in the breach when they are abusing the public, to take over 
their business, it is at that point that I am very satisfied that the 
Commission and the Congress of the United States would act to pro- 
tect the public. 

Mr. Cox. I think the record perhaps should show this: Who 
actually, in this setup, would determine the price to be charged to a 
viewer for a particular program? Is it going to be the franchise 
holder or the telecaster over whose station the program is broadcast? 

Mr. Prerson. Well, it seems to me the major responsibility for price 
must rest with the television broadcaster, because he is the one who 
must procure the product. He knows its cost. He is the one compet- 
ing with other programs, and other broadcasters. 

Mr. Cox. He buys a product from a program source. He buys a 
service from the franchise holder. He has his own costs and profit 
to be concerned with. And based on all of these considerations, he 
determines a price which also must reflect his competitive position 
vis-a-vis free television and other forms of entertainment media with 
which he must compete. 

Mr. Prerson. That is correct. I think he would be the major de- 
terminer of the price. 
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Senator Pastore. But before the viewer could go from one system 
to another, there would have to be a new broadcasting network; 
wouldn’t there? 

Mr. Pierson. I am not sure I understand, Senator. You mean 
there would have to be another system? 

Senator Pasrore. Another system, from production to reception. 

Mr. Pierson. No. 

Senator Pastore. Well, at what stage, that is what I am trying to 
determine ? 

Mr. Prerson. I have assumed, first, that no broadcaster can pos- 
sibly be committed to use only "Zenith’s system, that a broadcaster 
will pick, for any program he has, a system that he thinks will bring 
him the lar gest return in his community. Now, since that is true the 
broadcaster will determine on the basis of each program, if they are 
competing systems, which system he will release it over. 

Assuming that, in Washington, Skiatron and Zenith both had sys- 
tems in operation, and Zenith had 300,000 homes, and Skiatron 400,000 
homes, I would suspect that the broadcaster would select the Skiatron 
system. 

Senator Pastore. But there couldn’t be the two? 

Mr. Prerson. The same program simultaneously over two systems, 
no, because the scrambling and unscrambling methods are different. 

Mr. Cox. You have supposed, there, that you would have more 
decoders in existence than there are television homes in the area. Is 


it possible to have a set equipped to receive more than one system at 
the same time ? 


Mr. Pierson. Oh, yes. 

Mr. Cox. That is, if there is space on the back of the cabinet you can 
install 3 decoders on 1 receiver ? 

Mr. Pierson. Well, I think the thing that goes on the back of the 

cabinet for Zenith, by the time we hope to get into operation, can fit in 
your coat pocket. It is larger than that now. 

Mr. Cox. How about the connections? Isn’t it possible that some of 
these systems connect at either the same point in the internal mechan- 
ism of the receiver or at a point so close that it would create inter- 
ference, shortings, things of that kind ? 

Mr. Pierson. I don’t know whether there is a problem of connec- 
tions, personally. I remember Mr. Raibourn’s engineer yesterday 
stating that there would be no problems, and I can’t dispute it. I 
suppose he is correct. 

Mr. Cox. As a simple matter, though, of overall economics, assum- 
ing that the system first in the market was wisely administered, 
wouldn’t the natural tendency be that Community A would have one 
system—Telemeter, Skiatron, or Zenith—and that the competition 
would be for communities rather than within communities ? 

Mr. Pierson. I think that is almost undeniable, as nearly as we can 
speculate how this thing will come about. 

Mr. Cox. It would be economic: ally wasteful to try to superimpose 
one on the other in the same area ? 

Mr. Pierson. I believe that i is correct, and I certainly think this is 
true, that the public is not going to live with much inconvenience. 


They are not going to hang a lot of gadgets around their set if they 
don’t want to. 
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It may well be when this thing settles down, in 5 or 10 years, that 
you will find each community having a single system. At that point 
it may well then be necessary for the Government to say, since the 
broadcasters and the subscribers have only one system available, “We 
must regulate just so much of this price as is under a monopolistic 
control; namely, the price that the franchise holder charges.” 

Now, that doesn’t mean that the television station has to be regulated 

in any of its operations because it is a customer—just like now you 
reculate the telephone company, but the fact that the networks and 
the broadcast stations use the telephone company doesn’t mean that 
you have to regulate them, also. 
" To me that is the area that is most likely to require, ultimately, com- 
mon carrier regulation, and then this, I claim, cannot be established for 
certain cities in advance. But one who has the system, and it is the 
only system in the market, and everyone must use that system, broad- 
casters or subscribers, or do without. Now I think there is the field 
where it is most likely that regulation would ultimately be needed. 
But I think we can afford to wait as long as the railroads and the 
networks did. 

Senator Pastore. The reason we keep asking these questions is not to 
satisfy our own minds, Mr. Pierson, but to make this record as com- 
plete as we can in order to develop any questions and answers that 
may be asked later on. 

Mr. Pierson. I believe that that fairly well concludes my 10 minutes. 

Mr. Cox. I have one question. In your comments filed in the 
Commission’s allocations proceedings you suggest that initially, at 
least for a period, I believe, of 2 years, that the Commission’s author- 
ization of subscription service should be limited either to UHF sta- 
tions or to VHF stations which are in financial difficulty, and propose 
as an empirical test their receipt of less than 744 hours a month of 
network programing ; is that correct ? 

Mr. Prrrson. That is correct. 

Mr. Cox. Now, do you suggest this as a possible way in which UHF 
television could be rehabilitated, through giving it a headstart on this 
additional source of revenue ¢ 

Mr. Prerson. That is correct, plus, I think, Mr. Cox, it was a bit of 
realism on our part. I am satisfied if subscription television started 
tomorrow it would be a long period of time before any basic network 
affiliate would give up its first half hour or hour to subscription tele- 
vision. If an independent producer cannot get in with a free program, 
and a local advertiser cannot get in with his program, and the local 
organizations cannot get in with theirs, I don’t think, the way they 
start out feeling about us, that any network affiliate would chance a 
loss of his network affiliation by accommodating our requirements for 
time. 

Now, secondly, I think that there is a basic conflict between time 
requirements of a network and subscription television in terms of the 
hours when no station could really accommodate both. We felt, there- 
fore, that it was a certainty, without any regulation or restriction by 
the Commission, that we would have to get along initially, and prob- 
ably for a long time, and probably for all time, with the stations that 
the network don’t want, with the ones they cannot support. With 
apologies to those stations, I think we must in effect use the network 
rejects. 
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Now, since this is true, we certainly do not have any objection to q 
regulation that will face up to that reality and puts no greater limita. 
tion upon our ability to do business. 

Now, the reason we did not limit it specifically to UHF was this: 
We felt that our greatest contribution to the industry, and the one 
upon which we pin our right to use a television channel, is that we 
can increase the number of stations in the country. Now, there are 
many areas in which local expression under the allocation plan, and a 
new station under the allocation plan, can only be established if it is 
on VHF. In other words, in Governor Johnson’s State of Colorado, 
in Senator Schoeppel’s State of Kansas, a great number of the stations 
that are not on the air are VHF. 

Now, I think that what we wanted to do was have the opportunity 
to establish a new station wherever the networks and the national ad- 
vertisers had given up, and were not doing the job. 

Mr. Cox. That is long range, though, of course. 

Mr. Pierson. Yes. For the immediate 2-year period, since I cannot 
conceive of there being more than six markets involved, I don’t think 
that makes much difference. 

Senator Pastore. Well, on that point, if you will permit me, Mr. 
Cox, what do you mean, establish new stations? Take Providence, 
for instance; we have two VHF stations. We did have a UHF, but it 
is off the air. Now, how would this work in with Providence? I just 
cite that as an example. 

Mr. Pierson. As I understand the situation in Providence—and I 
am not sure that I am fully informed or accurate about it—the third 
station, the UHF station, went off the air in Providence because it 
couldn’t get sufficient revenue, and I understand that resulted pri- 
marily from their inability to get a network affiliation. Now, the 
thing is, there was obviously a conversion problem which I under- 
stand they were well on the way to meeting when they ran out of money. 
Now, I would suggest that subscription television on that local station 
would supply the revenue that they cannot get from the network, and 
then with local advertising revenue, the station would become eco- 
nomically feasible for operation. 

Senator Pasrore. Well, would it be a VHF or a UHF? It would 
bea UHF? 

Mr. Pierson. As far as we are concerned, it could be either. The 
right to use our system would depend entirely, under our proposal, our 
initial proposal, on whether they needed it in order to continue in op- 
eration, whether it is V or U. 

Senator Pastore. Well, I mean, is there something in your plan of 
pay television that is completely divorced from the technical setup 
in the network itself, which would allow an additional station to come 
in if it were exclusively devoted to pay television without disturbing all 
of the other technical problems of existing stations? 

Mr. Pierson. That is precisely our proposal. We say that we should 
be permitted to use those stations which now are not economically 
feasible to operate, and all new stations that come on the air, figuring 
that our very economic support would bring new stations on the air. 

Mr. Cox. But those would have to be stations that would operate on 
channels allocated, or to be allocated, to those areas by the FCC? 





TELEVISION INQUIRY 1215 


Mr. Prerson. Well, they are already allocated. In most instances 
they are UHF channels. In one instance like in Garden City, Kans., 
[ believe they havea VHF. I think just because Garden City did not 
have the good fortune to get a UHF assignment, if this thing works 
they should still be permitted to have a station there, even though it 
is VHF. 

This is a long term, as Senator Pastore pointed out, or you, Mr. 
Cox. I think, immediately, there are enough good test markets or 
trial markets, since we would not be concerned with more than 4 or 5 or 
6 in the first 2 or 3 years in any event. 

Mr. Cox. But how much help can that give to struggling UHF 
broadcasters, if you can only hold out hope to them that 6 or 8 of them 
are going to be benefited by this in the course of next 2 years? 

Mr. Pierson. I think Mr. Kohn answered that yesterday when he 
said even if he weren’t the first one to get into business—which I be- 
lieve he devoutly hopes, and I sort of hope, too—it would give them 
hope, and as he says it, they would hang onto their CP and they would 
see a hope in the future of a valuable facility. But this is what dis- 
turbs me about the proposals to go into all kinds of considerations of 
regulations, and have all sorts of other proceedings, because this thing 
can be killed easily with procedure. Certainly there can never be an 
earlier time when it will help UHF. 

Mr. Cox. But as a practical matter at present, even its immediate 
adoption would not be, in and of itself, a complete solution to the 
problem of maintaining UHF as an integral part of our broadcasting 
system ? 

Mr. Prerson. I think it would be a very substantial solution if, 
in the initial operation, it showed that there was a great source of 
revenue for any existing or prospective UHF stations that wanted 
to go into operation. 

Senator Pastors. But the sum up of that argument is the conclusion 
that, after all, you are not taking anything away from what is already 
existing, you are willing to gamble on the chance that there is UHF 
that is seriously faltering for economic reasons, and you are perfectly 
willing to send your shows over these particular stations because you 
feel that you are willing to take that chance in order to build them up 
and because your product is going to be such an attractive thing to 
the public itself. 

Mr. Pierson. Precisely. 

Senator Pastore. We will adjourn until 2 o’clock tomorrow. 

(Whereupon, at 12:45 p. m., the committee adjourned to reconvene 
at 2 p. m., Wednesday, April 25, 1956.) 
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WEDNESDAY, APRIL 25, 1956 


Untrep States SENATE, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 


Washington, D. C. 


The committee met, pursuantto adjournment, at 2 p. m., in 
room G-16, the Capitol, Hon. John O. Pastore presiding. 

Present: Senator Pastore. 

Senator Pastore. We have three witnesses on our list today: Mr. 
Marcus Cohn, Mr. Abe Stark, and Mr. Harold Fellows. I will address 
myself to Mr. Cohn first. Is he here? 

Mr. Coun. Yes, sir, Iam. 

Senator Pastore. How long do you expect to be, sir? 

Mr. Conn. Forty- five to fifty minutes, sir. 

Senator Pastore. Forty-five to fifty minutes. Is Mr. Abe Stark 
here 4 

Mr. Stark. Yes, sir. 

Senator Pastore. Mr. Stark, how long do you expect to be ? 

Mr. Stark. I would say about a half hour or less. 

Senator Pastore. Mr. Harold Fellows; is he here? 

Mr. Fetiows. Yes. 

Senator Pastore. How long do you expect to be? 

Mr. Fettows. I would say about 20 minutes. 

Senator Pastore. Well, I think we ought to finish up comfortably by 
4:30. Allright, Mr. C ohn, we will hear: you first. 


STATEMENT OF MARCUS COHN, COUNSEL, COMMITTEE AGAINST 
PAY-TO-SEE TV 


Mr. Coun. My name is Marcus Cohn. I am a member of the law 
firm of Cohn & Marks which represents the Committee Against Pay- 
To-See TV. This committee consists of independent motion-picture 
exhibitors scattered throughout all of the 48 States in the United States 
and represents approximately 75 percent of the 16,000 exhibitors in 
yn United States. This commiteee is part of a national group, Or- 

ganizations for Free TV, which consists of various types of organi- 
zations: Chambers of commerce, American Legion posts, women’s 
clubs, small-business associations, theater groups, radio and television 
station owners and employees, labor unions, and trade associations, as 
well as individuals who, on their own behalf, believe that people 
should not have to pay to see television programs. 

The Committee Against Pay-To-See TV has actively participated in 
the subscription television rulemaking proceedings at the Federal 
Communications Commission. 
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I have previously sent to each of the members of this committee, 
as well as its staff, copies of the various documents which we have filed 
with the Commission, and at this time, Senator, I would like to ask 
that there be incorporated by reference the documents which we have 
filed with the Commission. 

Senator Pastore. Just a moment, is this just by reference? 

Mr. Coun. Yes, sir. 

Senator Pasrorr. All right, and then what you will do is identify 
them on the record ? 

Mr. Coun. All right. 

Senator Pasrore. You needn’t do it, our staff will do it for the 
stenographer. 

(The documents above referred to are as follows:) 


1. Opposition of Joint Committee on Toll TV to joint substitute petition 


concerning subscription television of Zenith and TECO, filed January 6, 1955. 
2. Comments of Joint Committee on Toll Television (Committee Against 


Pay-As-You-See TV) filed June 6, 1955, in FCC docket No. 11279. 

3. Reply of Joint Committee on Toll TV to comments filed by subscription tele- 
vision proponents, filed September 9, 1955, in FCC docket No. 11279. 

4. Reply of Joint Committee on Toll TV to comments of Zenith Radio Corp. 
filed February 8, 1956, in FCC docket No. 115382. 

(They have been retained in the committee’s files and are incorpo- 
rated in this record by this reference. ) 

Mr. Coun. In connection with the statement which I have dis- 
tributed, I do not propose to take up the last 4 pages, beginning on 
page 17. That is a digest of the legal problem involved insofar as the 
Communications Act is concerned. In our comments to the Commis- 
sion, we have exhausted that subject considerably and this was only 
an attempt to digest it, and I don’t think in the hght of the questions 
or the interest of the commitee on Monday and Tuesday, it is particu- 
larly pertinent here today. 

Senator Pastore. Well, it is to me, though, because I am very much 
intrigued with that element of the discussion. Tell me just a brief 
résumé. What is your opinion, the legal opinion, on the Communi- 
cations Act as to pay-as-you-go television ? 

Mr. Conn. We believe, one, under the Communications Act of 
1934, as amended, it was not Congress’ intent, and the Communica- 
tions Act does not provide for the type of service which the sub- 
scription television people are offering, or attempting to offer, to 
the public, and to this committee and the Commission today. It is 
silileer. on the one hand, broadcasting, which is one type of service 
under the Communications Act, nor is it common carrier which is 
really the other type of commercial operation authorized by the Com- 
munications Act. 

It is both broadcasting and common carrier and yet neither. It is 
really a hybrid of both, and I don’t think in the history of the discus- 
sions on the act, itself, or any of the amendments, was it ever contem- 
plated that this type of service would be authorized by the Commis- 
sion through the delegation of power from Congress. 

Senator Pastore. But you draw your conclusion from inference of 
the intent of Congress with reference to the act itself. Is there any 
specific prohibition in the law? 

Mr. Cotta. There is no specific prohibition in the law as such, sir. 
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Senator Pasrore. And it is your opinion, therefore, that before it 
could be permitted, an act of Congress would have to be passed to 
amend the law # 

Mr. Conn. That is correct. 

Senator Pastore. All right, sir, now you may proceed. 

Mr. Cox. I would like to ask this question, Mr. Cohn. Isn’t it true 
the Federal Communications Commission has authorized one service, 
functional music, which the majority of the Commission regarded as 
neither broadcasting nor common carrier ¢ 

Mr. Coun. That is correct, and it authorized as subsidiary service 
of an existing FM service. Insofar as that is concerned, we cover that 
exhaustively in the comments which we filed with the Commission, 
where we point out that that really is not the basis upon which you 
can authorize subscription television today. 

Mr. Cox. I would assume that in the proceedings now pending 
before the Commission, this would be the initial question that the Com- 
mission would have to decide, and that following such a decision, the 
accuracy of its legal conclusion could be challenged in the courts if 
anyone were so inclined. 

Mr. Coun. I think that is true. 


I. BACKGROUND 


Radio and television broadcasting, as we know it today, is the ren- 
dition of a free program service intended for the general public. On 
both Monday and Tuesday there were witnesses who testified before 
this committee that television today is really not free, that you pay 
for it by buying a Mercury car—that was one of the illustrations—or 
another product of advertising. I think it is an accepted common fact 
in economics that as the mass production of items increases, the 
unit cost goes down, and what has actually happened through free 
television is that the cost of products, each in competition with the 
other, has gone down on a per-unit basis. 

It may be true that indirectly you are contributing to advertising, 
but at the same time you are raising mass purchasing power and 
mass distribution of commodities. It is also important to bear in 
mind that television today is as free as the public parks, and you don’t 
have to buy popcorn when you are in the public park. You don’t 
have to buy a Mercury if you don’t want to. You can either buy it 
or not, or you can buy a competitive car. 

It is free in the sense that there is no direct charge to the viewer and 
in addition to that 

Senator Pastore. Well, I don’t think any member of the commit- 
tee seriously is going to subscribe to the argument that it is not free. 

Mr. Coun. I am very glad to hear you say that, Senator, because 
that is the contention that Zenith has made before the Commission and 
one of the arguments made here yesterday. 

Senator Pasrore. It is one of the arguments. I don’t think the 
whole issue rests on that. You turn on your television set as you 
please and you buy the product if you want. It is still free as far 
as Iam concerned. I think most everybody looks at it that way. 
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Mr. Cox. Of course, it is true that if you buy the product and don't 
watch the program, whatever indirect contribution you referred to is 
made whether you are getting a program in return or not. 

Mr. Coun. That is correct, but on the other hand, by the use of 
the advertising, the per unit cost is considerably less than it would 
have been otherwise. 

Mr. Cox. That is true only so long as advertising serves to increase 
overall consumption and not to the extent that it is devoted to simply 
trying to capture a larger share of an already saturated market. 

Mr. Coun. That is true. 

The public listens and watches as it sees fit—without regard to its 
income level. Programs are enjoyed and shared equally, on the same 
basis, by the farmer in Kansas and the Wall Street broker, and [ 
might parenthetically add by the disabled veteran in a hospital. These 
two media—just as our free public schools and libraries—have estab- 
lished themselves as indigenous characteristics of this great democ- 
racy. As I travel around this country and our neighboring countries 
to the south, I am always struck by the large number of television 
receiving antenna which one sees on the lower economic income homes, 

Subscription television is nothing more nor less than an attempt to 
install a turnstile in every television home; put differently, to charge 
an admission fee in order to go through Rocks Creek Park or view the 
Lincoln Memorial. Its ultimate objective is to force the public to pay 
for what it is presently receiving free. 

I think it is important to bear in mind that the subscription tele- 
vision proponents are not interested in establishing, and do not pro- 
pose to establish, either new stations or a new program service. What 
they want to do is to use and profit from the stations—and the pro- 
grams—that are already established. 

Mr. Cox. Well, as I understand their testimony, they propose to do 
both of those things. Now you may argue with whether they can 
deliver on the proposal, but it is my understanding that they wish to 
provide types of programs which, in part at least, are not offered on 
a regular basis by existing sponsored television and that they hope 
that this method of additional raising of revenue will make possible 
either the continued existence of stations now in financial difficulty, 
or the ultimate encouragement of additional stations. 

Mr. Coun. I was struck by the fact, Mr. Cox, that as far as Zenith 
was concerned yesterday, it didn’t deal with the issues at all involved 
in this particular question which you have posed to me, and you have 
nothing before you as far as their position is concerned, outside of 
what they have told the Commission, incorporated here by reference, 
as to what types of programing they really intend to bring to the 
American people. 

I think I will demonstrate in the course of my remarks that unless 
they are businessmen of the astuteness far less than I really believe 
they are, the only types of programs which they intend to bring to 
the American people are the most ne with the greatest mass 
appeal. The specific reference to the new stations that I had here 


in the prepared remarks referred to the fact that they, themselves, 
don’t propose to be licensees of any stations as such. 

I think it is significant that one of the proponents has never been 
the licensee of a television station and is today (through affiliated com- 
panies) offering the public good programs which it sees free; Zenith 
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once was an applicant for a television station and once sponsored a 
fine program which the public saw free, which had a large audience, 
I might add. Paramount owns a television station and today renders 
a fine free programing over that station. 

Interest in subscription television goes back a number of years. 
About a decade ago—when free television was just reaching adoles- 
cence—Zenith was gloomily prophesying that free television could 
never succeed because advertisers could not and would not support 
television production ; at the same time Zenith became one of the lead- 
ing manufacturers of television receiving sets and advertised the won- 
ders to be seen upon them. It sold millions of its fine sets—and it made 
millions of dollars for its stockholders—on the basis of representations 
that those sets would bring to their owners (on a free basis) the very 
best of sports, entertainment, and culture. As history has demon- 
strated, their advertising representations were far more accurate than 
their economic foresight. It is amazing to me that Zenith is today 
making the same arguments which it made 10 years ago—advertising 
cannot support free television—despite the fact that in 1955 advertisers 
spent over a billion dollars on television programing. 

Mr. Cox. Well, they have changed their argument to this extent: 
They are now urging that it cannot support enough television in terms 
of stations providing multiple service and local service, and that it 
does not to this date, at least, provide on a regular basis certain types 
of programs that they contend they could furnish. 

Mr. Coun. That is their argument and it is our contention that 
astute businessmen like them will not furnish the type of programing 
which they visualize could conceivably be furnished on subscription 
television. 

Mr. Cox. Aren’t they going to have to furnish it in order to get 
the people to subscribe, at least initially ¢ 

Mr. Coun. Yes—vwell, not necessarily, because if you take the worid 
series and put it on subscription television, you don’t have to take a 
program with a minor attraction to a minor group of people, but 
you take the world series, itself. They do not propose any kinds of 
rules which would prohibit them from taking the world series or 
I Love Lucy, or Jackie Gleason, or any of the other popular programs 
and putting them on subscription television. 

Mr. Cox. I thought they proposed—at least in the case of Zenith— 
their comments with the Commission indicated that they favored rules 
limiting this programing to so-called box-office-type attractions for 
which the public is already accustomed to make a payment. 

Mr. Coun. They have resisted any type of regulation by the Com- 
mission which prohibits them from carrying those programs which 
have the greatest mass audience today. What they said to you yes- 
terday was “Just give us a chance to experiment. Just give us a 
chance to put our foot in the door. Just give us a chance to tie up 
the world series on subscription television, and then if there are 
regulations that you have to put in, go ahead and put them in.” 

We have proposed to the Commission that there be some kind of 
a standard whereby, if a program becomes too popular, that it can 
no longer be on subscription television, and this has been met with 
deafening silence by all of the proponents of subscription television. 

Senator Pastore. Well, what would be the legal justification for 
that proposal and who would measure it ? 





1222 TELEVISION INQUIRY 


Mr. Coun. The legal justification, sir, would arise from the fact 
that the Communications Commission has the obligation to protect the 
public interest, and I don’t think 

Senator Pastore. Which is a fundamental question from the be- 
ginning, but I don’t see how you reach that justification anywhere 
along the line. ‘That is the reason why I am questioning you. Your 
public interest begins at the beginning. It doesn’t begin anywhere 
along the line at a different notch from the bottle. It starts right from 
the beginning. 

Here you have a fundamental question of public interest. It is 
either public interest from the beginning or not public interest at 
all, as 1 look upon it. Now this idea that. when it becomes definitely 
popul: uw to a certain extent, then it must necessarily become free, 
aren't you getting into a regimented state situation there? 

Mr. Conn. I would not prefer to have that kind of system at all, 
sir. I think it all should continue to be free, but if we are to hold 
their feet to the fire and take them up on their representation that 
they want to appeal to minority tastes, the only way you can do that is 
to enact into some kind of regulation an obligation that they must 
continue to appeal to minority “tastes and not to the mass audience in 
terms of programing which the audience is getting today. 

Mr. Cox. Well, as I understand it, this program could have achieved 
this overwhelming popularity only if it was of high quality and offered 
at a sufficiently reasonable rate to attract viewers on a fee basis. 
ee that would indicate that the people at that point were apparently 
perfectly willing to make the payment and felt they were getting 
their money’s worth in so doing, so like Senator Pastore, I am a little 
confused as to why, when it gets to some arbitrary percentage of the 
public or some fixed number of viewers, you are going to turn this 
over to an advertiser for sponsored television when perhaps the 
costs would be excessive in terms of the average rate per home tuned in. 

Mr. Coun. On the other hand, you must concede that there must be 
some kind of a mechanism whereby the pay-as-you-go television is not 
of such astronomical proportions that it deprives free television of 
the popular programs which we are getting today. 

Senator Pasrorr. Well, that is the issue in the whole business. 
That is what I mean. It is right there from the start. Now it either 
is or it isn’t, right from the very start. Now if you are going to de- 
velop the argument here that pay television in time will take away 
from free entertainment, the highest quality of entertainment, and 
thereby leave what they don’t take for the public to consume gratis, 
and that practically everything that is onl is going to be pay TV, 
that is one argument. 

I am not saying it is the right side or the wrong side. I am not 
getting into decisions here. I am merely pointing up the problem. 
I could understand that position, but this idea that you are going to 
allow them to use the program and then when it gets to a certain level 
of popularity, you say then it becomes the public domain in that sense, 
I wonder what is the legal justification—you are a lawyer and I am a 
lawyer, that is why I ask you the question. How would you ever get 
away with that? 

Mr. Conn. Senator, we take the position, first of all, that the two 
are incompatible and both cannot survive, in answer to your first 
question. The reason we threw out the suggestion as we did on the 
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question of popularity, is to take up and test, as far as the proponents 
are concerned here, some kind of a test in order to preclude them from 
doing the very thing which is threatened by the very fact that they 
are astute businessmen. 

Senator Pastore. All right, but now let me ask you this question. 
You are showing a lot of beautiful pictures in your theaters, and I am 
an ardent supporter of moving pictures—I go 2 or 3 times a week, and 
you have to pay about a dollar to get in. You decide the price that 
is to be paid. Now, by the same token, what if the same picture can 
be shown in a man’s parlor for 25 cents. Why should the customer be 
denied that reduction, between 25 cents and a dollar, using your argu- 
ment, if you are going to make this an economic question for the 
consumer ? 

Mr. Conn. As far as that specific question is concerned, Senator, 
the picture which is produced for motion-picture exhibition does not 
have its greatest impact nor enjoyment in the home. This has been 
tested out innumerable times. 

Senator Pastore. I wouldn’t expect you to say any differently, but 
I disagree with you. I could stand seeing Grace Kelly in The Swan 
in my parlor and enjoy it just as much as seeing it in one of your seats. 

Mr. Conn. It wasn’t designed, Senator, in terms of its production 
for television presentation—in terms of the nature of the shots, the 
background, the dialog, the scenery—and, also, it wasn’t designed to 
have a telephone interrupt or someone knocking on the door. It was 
designed for motion-picture exhibition where there are no distractions. 
So, it is true that if you could see it for 25 cents, rather than a dollar, 
it would be cheaper, but I don’t think you would enjoy it as much. 

Senator Pasrore. You mean I wouldn’t get cinemascope and all that 
sort of thing. 

Mr. Coun. I am not talking about cinemascope, I am talking about 
the Ten Commandments, I am talking about the nature of programs 
which, by their very nature, do not have the same impact and the same 
enjoyment when you see them at home as when you see them on the 
screen. 

Senator Pastore. Well, the reason I ask these questions is to get 
your answers on the record because these questions will pop up. All 
right, you may proceed. 

Mr. Coun. During the past 10 years over $17 billion have been 
invested in television sets, production, and stations. Of this amount, 
the consumer public spent over $10 billion on sets, antenna, and re- 
_— This is the largest amount of money which was ever invested 
py the consumer public in a new industry in such a short span of time. 
All of this money was invested on the implied representation of the 
Government, manufacturers, and stations that the owners of sets 
would receive programs on a free—and not a fee—basis. 

Mr. Cox. Well, any such implied representation was that it would 
be so continued only so long as advertisers found it economical to do 
so, and there certainly was no warranty that advertisers would support 
any specific amount of programing or for any specific period of time. 

Mr. Conn. That is true, of course, Mr. Cox, but yet on the other 
hand, you see today, as you say 10 years ago or 5 years ago, the ads of 
Zenith, RCA, Philco, and all of them: “See on your own television 
seul set, free, the following things.” This is the way they sold 
the sets. 
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Now, of course, to a person versed in the economics of the industry, 
they would recognize the point which you are making; but as far 
as the mass public is concerned, they bought that set expecting and 
hoping to see what they are presently seeing. 

Mr. Cox. The man who bought a set in a one-station market— 
which station is now going off the air—also bought it on an implied 
representation that he was going to get a service, which he is not 
getting. There is the implied possibility, although remote at this 
time, that the sheer costs of television production might reach a point 
where at least some part of the advertising funds now going into 
television might be diverted to more economic channels, and that you 
might get, as a consequence, a reduction. These things cannot be held 
against the Goevrnment in terms of any implied warranty it has made. 

Mr. Coun. I am not holding them against the Government, sir. I 
am only suggesting to you that the public assumed that these programs 
would be free. 

Senator Pastore. Along the lines of this recent argument that you 
have just made, what do you think of the argument that has been made 
here—have you been following these hearings, I suppose that you 
have ? 

Mr. Conn. Yes; I have. 

Senator Pastore. That, after all, UHF in some places is in a bad 
way. We could take judicial notice of that. What the reasons 
for it are, and whether this is going to improve it is another question. 
They say, “All we are asking is to be allowed to experiment with this 
new vehicle on UHF, realizing that people will have to first of all 
convert, if they want to see our pay-as-you-go, and will have to buy our 
equipment to see pay-as-you-go.” 

Is this an answer to your argument that the public bought the 
set and they are expecting to see it free? Now you can’t see a UHF 
station in my locality for the simple reason that you have a VHF set. 
Now answering your argument that the people have bought their set 
and they expect to see that program—they can’t see that program 
on UHF now because the set they bought is VHF. But they are 
willing to convert, and they are willing to put on this new apparatus 
in order to unscramble this picture that comes on pay TV. Now 
would you say then that your argument applies or does not apply ? 

Mr. Coun. It applies, because a I think I demonstrate—— 

Senator Pastore. Well, you tell me why. 

Mr. Coun. First of all, as far as Zenith is concerned, and as far as 
all three of the proponents are concerned, in the documents that they 
filed before the ( ‘ommission it is clear that they propose to inaugurate 
subscription television in the major markets of the United States— 
New York, Chicago, Los Angeles, and so forth. It is true that Mr. Ra 
Kohn testified here about Allentown, but all you have to do is to loo 
at those documents which those companies themselves, filed before the 
Commission, and they aren’t interested in Allentown. As a matter of 
fact, Zenith has made public statements—responsible officials of Ze- 
nith—that their interest is not in the small community, it is in the 
large communities. 

Senator Pasrorr. Well, you are arguing motive to me, and I am 
arguing the substance of the logic that you have raised here, as the 
point that you make here, that the public has bought a certain number 
of sets, and invested a certain number of dollars, and they bought 
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them under the assumption that they were entitled to see these pro- 
grams free. Now the sets that I am talking about -annot see this pro- 
gram, because it 1s UHF. I am asking you a direct question, and you 
are getting into the motives of these people—that they don’t mean 
what they aresaying. Maybe they do, and maybe they don’t. 

I am not getting into that; but just taking your argument, would 
you say that the viewer is being denied some facility or some service 
that he was under the impression he was receiving when he bought his 
set. if that VHF set that he bought has actually got to be changed to 
UHF performance, and he has to buy the apparatus to put on there? 
Then would you say your argument applies?) Do I make myself clear? 

Mr. Conn. I think you do, Senator. If you are suggesting that a 
person who bought a set in a community where there was a station, 
and there is no station today 

Senator Pastore. Or there isa UHF station, but he has a VHF set. 

Mr. Coun. And has this subsequently been converted ¢ 

Senator Pastore. He hasn’t converted yet. 

Mr. Conn. Well, he certainly knew that there was a UHF facility 
there. 

Mr. Cox. Perhaps he has moved in from another community. 

Senator Pasrore. Well, don’t let us complicate the question, because 
then I will never get an answer. | Laughter. | 

Mr. Conn. If he bought a VHF set, certainly where he bought it 
he inquired, or somebody told him there was going to be only a UHF 
station in the market, and apparently he converted. 

Senator Pasrorr. No; 1am not talking about that. 

Mr. Conn. Then I don’t understand you, sir; lam sorry. 

Senator Pasrorr. The argument that you made here is that you can- 
not impose this upon the consumer who has invested in the set, for the 
simple reason that. when he bought that set he bought it under the im- 
plied assumption that he was entitled to a free performance. Now, I 
am imagining or supposing the situation of a viewer who is in posses- 
sion of a VHF set, and that is all he can see, a VHF performance. 

Now, if the Federal Communications Commission should allot this, 
or allocate pay-as-you-go television to UHF, insofar as that viewer 
that I am talking about—if that man has to convert in order to receive 
the UHF channel, and has to put on the apparatus in order to un- 
scramble this picture so that he can see it, would you say that there 
would be a breach of some representation, either expressed or implied, 
insofar as he is concerned ? 

Mr. Coun. Yes; because he didn’t buy a set on the theory that he 
would have to pay on a per-program basis. 

Senator Pastore. Well, you are just against this thing. 

Mr. Conn. Why, of course, Senator. [Laughter. ] 

Senator Pastore. No; but you are not answering my question. You 
made the argument here that the reason why this thing should never 
be—and I am not saying that I am with you or against you; you may 
be surprised how I feel—but all the point I want to make out is this: 
You have made the argument here; here we have the viewer who 
has invested in a set; and he has bought this set with the implied repre- 
sentation that he would see all of these programs free. 

Now, when he took that set home he couldn’t see a UHF perform- 
ance, could he? He knew that when he bought it, otherwise he would 
have bought an all-channel set. Now, he bought a VHF set to see a 
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VHF performance. This that we are talking about will be a UHF 
performance, and he will have to buy the converter in order to do it, 
Now, why is there any misprepresentation as to that individual? 

Mr. Conn. If subscription television is authorized? 

Senator Pasrore. Yes. If he is willing to go ahead and go into this 
expense in order to see it, and to put on the apparatus, why isn’t he 
doing it with his eyes wide open ? 

Mr. Conn. Of course, he is doing it with his eyes wide open. 

Senator Pastore. And why is he being deceived in any way when he 
bought his VHF set? 

Mr. Conn. I assume when he bought his VHF set there was a signal 
in the market. 

Senator Pastore. If there were he couldn’t use it without con- 
version. 

Mr. Coun. Then the only thing that he had in mind when he bought 
it was the necessity of the one conversion to UHF. 

Senator Pastore. Well, he can do that, of course, and not buy up 
the equipment for pay as you go. 

Mr. Conn. Right. 

Senator Pastore. And see the free performances that come over. 

Mr. Conn. Right. 

Senator Pasrorr. But we are talking now about misrepresentation. 

Mr. Coun. Well, during these evening hours of 7 to 10, he is going 
to have to pay per program, and he didn’t buy his set on the theory 
that he would have to pay on a per-program basis. 

Senator Pastore. Then he would have bought an all-channel set in 
the beginning, wouldn’t he, if he thought that he was going to use 
UHF? He could have bought an all-channel set ? 

Mr. Coun. Well, of course, he could have. 

Senator Pastore. But he didn’t buy that. He bought VHF because 
that was all he wanted to see; isn’t that so? 

Mr. Coun. Right. 

Senator Pastore. Now, something new comes along, and he pur- 
posely converts and puts on this apparatus in order to come in on the 
pay-as-you-go market. You couldn’t say that in that particular case 
there was any deception; could you ? 

Mr. Coun. If this were an additional service where he voluntarily 
is going out and doing it, and it isn’t depriving him in any way of the 
free programs, then there wouldn’t be any deception. 

Mr. Cox. Well, how is anyone ever going to compel one viewer, or a 
million viewers, to make an expenditure that he doesn’t want to make! 

Mr. Conn. The compulsion comes from the fact, as is developed fur- 
ther in the statement, that the programs, themselves, will necessarily 
go into subscription, pay-as-you-see television, rather than remain on 
free television. 

Mr. Cox. They will not go into subscription television unless enough 
set owners have voluntarily made this payment to purchase a decoder, 
or undertake to pay for programs, to hold out the promise of substan- 
tial revenues which would attract the programing you are talking 
about. Now, that choice would be made voluntarily by the public on 


the basis of programs offered to them, and which they could accept 
or reject ; wouldn’t that be true ? 


Mr. Conn. That is correct. 
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Mr. Cox. So that they can—even if the FCC authorizes subscrip- 
tion television, the public can reject it at the first instance by never 
buying a decoder ? 

Mr. Conn. That is correct. 

Mr. Cox. Or having purchased a decoder, or having installed one in 
their home on lease, if they find that the programs are not as adver- 
tised in advance, that they do not enjoy them, or that they would rather 
go to the theater and see the movie, then they have that option. 

Mr. Conn. That is correct, but that is all on the assumption that 
they want to give up the popular programs which they want to look 
at, which must, of necessity, in my Judgment, go to pay-as-you-see 
television. They don’t have to watch the world series. They don’t 
have to watch Peter Pan. They don’t have to watch the Rose Bowl 
games. Of course not. It is something like Victor Hugo’s remark 
about the French democracy. He says it is a wonderful place. Every- 
one doesn’t have to sleep under the bridge at night unless he wants to. 
It is the same thing here. People don’t have to subscribe to television 
and pay for it. They have a choice, to pay or not to pay, but if the 
finest of the things go to pay-as-you-see television, then it automati- 
cally follows that there is the compulsion for them to convert their set 
to pay as you see. 

Mr. Cox. But that going to pay-as-you-see television could have 
come about only after a substantial part of the public had, of its own 
volition, made investments and acquired viewing habits which will 
support it on that basis ? 

Mr. Coun. When you say “substantial part,” it is certainly nothing 
like the audience which a television program of a popular nature has 
today. All you have to have is a small segment of that audience in 
order to make it profitable for the pay-as-you-see people to put it on. 

As Commander MacDonald pointed out in connection with the Peter 
Pan program, he said isn’t it a shame that that wasn’t on—this is 
Mary Martin’s Peter Pan—on pay as you see, because at 25 cents, 
if we only had 25 percent of the total number of people who saw it 
free, we would have made far more money than the network or the 
television stations had made by giving it away free. 

You don’t have to have a hundred percent of the present audience. 

Mr. Cox. Well, wasn’t the point Commander MacDonald was actu- 
ally making that if you were in a position to make a charge of 25 
cents, that the public would be offered that type of program more 
often than it has in the past ? 

Mr. Coun. I don’t think that was his letter. It was an appeal to 
people who were interested in this particular problem to support sub- 
scription television because that is where the big money was, and 
that is the way to charge the public instead of giving it to them free. 

Senator Pasrore. How does your association justify the showing of 
the professional heavyweight fights? Isn’t that a form of pay as you 
see ? 

Mr. Conn. You mean on theater television ? 

Senator Pastore. Yes. 

Mr. Coun. No; it is not pay as you see. 

Senator Pastorg. Why not? 

Mr. Coun. May I explain? First, the frequencies which are used 
are not broadcasting frequencies—they are point-to-point communi- 
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cations, the same, Senator, as you pick up a telephone and talk to New 
York from here. 

I do not have the right to listen in and to hear what is said op 
that telephone communication. What has happened with theater 
television is the frequencies which are used are rented from A. T, & 
T., the same as we rent a film or anything else. So right at the outset 
they are not frequencies that the public has a right to listen to. 

Secondly, when there is a theater television fight i in Washington on 
a particular night, the four television stations in this city continue to 
operate and give free programs. If one of those television stations 
put on a pay-as-you-see program, over the television station on that 
particular night, you would not have a choice of 4 free programs, you 
would have a choice of 3. There would be a substitution of pay as 
you see for free. 

We are, in fact, through theater television, supplementing and giy- 
ing you a fifth ¢ hoice. T hose, I think, are the two market distinctions, 

‘Senator Pastore. Well, can’t these other boys who are interested in 
pay-as-you-see television make the same argument, that this is some- 
thing you are not getting now, and you can only see it if you put the 
quar ter in the machine, or you buy the card that is sold, and we are not 
interfering with any thing else because, after all, your free entertain- 
ment is going on anyw ay? 

You can slice this pretty thin at certain angles, but why isn’t the 
principle more or less the same? 

Mr. Coun. Let us take a one-station market, sir, in order to drama- 
tize the point. If that one-station market exists, and there are a 
number of them, and they put on the fight, they are actually substitut- 
ing, for the only service in that particular community, pay for free 
television, while if it is on theater television you have a choice. You 
either can see whatever is on the television station free, or you can go 
to the theater and see the fight. 

Senator Pastore. Of course, that is the extreme case, but I doubt 
very much that the FCC would ever tolerate that situation. I mean, 
for instance, you come down to the toll-road idea. You can have a 
toll road prov rided there is another way of going. It may be the hard 
way of going, but unless you have a private domain you cannot usurp 
the public domain by saying you have to pay a price to get from this 
point to that point, unless there is some other way of getting around 
to it. 

Now, I don’t think they would ever allow that kind of situation. 
That, to me, would be the worst kind of supervisory dereliction that 
one could imagine, if the public that has a set and only has one 
vehicle, or one channel, would have to subscribe to the idea that at 
times they would have to pay to see any performance, because otherwise 
there would be a blank screen. I don’t think that would even be 
permitted. 

Weare talking about these situations where you already have every- 
thing that people presently have, and then you add to it something 
else. Now, I go along with the idea that the serious question here 
is to determine, in the long run, what this is going to do to free 
entertainment. That is the thing that concerns us all. All of these 
economic questions, of course, are all offshoots of the main issue. The 
main issue that will confront this Congress, of course, if we have to 
take action, is: Here is this something that will promote and add 
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to the public interest; or is it something that is destined to be attrac- 
tive in the beginning and the long-run effect of which will be to 
destroy free entertainment? I mean that is the main issue. 

Now, we can dress it up with a lot of arguments, and that is the 
only reason why I questioned you on this argument of the television 
set, because the argument has been made here that in a market like 
Providence, where you have 2 VHF and 1 UHF—that UHF is pres- 
ently closed in Providence. I am only pointing that out as a typical 
case. 

Now, there are some people who think that if you had pay as you 
go on that particular station, you would be reviving a dead station. 
Now, there isn’t much conversion in Rhode Island. But if people 
wanted to buy that kind of entertainment, and they wanted to con- 
vert in order to have it, and they wanted to buy this equipment that 
these gentlemen are talking about, then if that doesn’t hurt the free 
entertainment that is presently going on on channel 12 and channel 
10, then what harm is there in it? That is the main issue. 

Well, your argument is that in the long run it might hurt it anyway. 
I can understand the argument that you are trying to make. but, 
fundamentally, it isn’t being presented here in ridiculous arguments. 
These people that have come forward recognize the fact that they, 
too, are interest in the public interest, and, of course, they are inter- 
ested in profits, too. I think about every witness that comes here is 
interested in profits in one way or another. But the point that we 
have to decide here is whether or not this thing can be done, in order 
not to hurt or injure anybody else, not to put other people out of busi- 
ness. I can understand that your apprehension here is that it might 
actually destroy the whole local theater market, which is a pretty well 
depressed market as it is. I can understand the economic plight that 
you are concerned about. 

Well, those are the questions that we have to weigh, and those are 
the decisions we have to make. But I can’t possibly imagine the 
Federal Communications Commission coming along and, in a locality 
where they have one station, or one channel, allowing that one channel 
to be devoted to pay-as-you-see and also free entertainment, because it 
would never go. I can understand that, but we are talking about these 
other situations. 

Mr. Coun. But, Senator, you had a spokesman for Zenith yesterday 
make the basic argument: “Let us not have any regulation at the 
outset. The regulations will come later. We don’t know what is 
going to happen with this pay-as-you-see. We don’t know what kind 
of problems are going to arise, and, therefore, neither the Commission 
nor Congress should interfere at this time. Just let us get a toehold 
in the door, and then in the years to come, if you want to regulate us, 
regulate us then.” 

[ agree with you, that it would be an abominable situation in a one- 
station market, for pay-as-you-see television to be established; and 
yet apparently the plea yesterday was for no regulation at all, of any 
kind, to begin with. 

Senator Pasrore. No, no. They didn’t quite go that far. What 
they did say yesterday, in justice to them, is this: “It may be impos- 
sible now to set a formula that would be a workable one. We admit 
that we must be under supervision, but you couldn’t, in the beginning, 
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set a hard and fast rule because we haven’t had the experience, but 
this thing should be watched from day to day.” 

Now, they did make that admission, and I tell you very frankly, 
I don’t know whether this is going to be allowed or not, but if it ever 
is, of course, it has to be very strictly supervised, in the public interest, 
on the part of the FCC—if only to do one thing, not to get us in the 
present mess that we are in on television. 

Mr. Cox. Isn’t it true that they do propose to the Commission a 
restriction in stations that would be initially authorized to provide 
subscription service, and that they also propose a limitation on the 
percentage of hours to be devoted by those stations to subscription 
service ? 

Mr. Coun. As far as the second point is concerned, yes, and the 
limit, as already pointed out, allows them as a practical matter to take 
the hours from 7 to 10 in the evening, 7 days a week. 

As far as what type of stations are concerned, there is a dispute or 
a difference between the three different proponents, and I don’t think 
there is any uniformity as to what their objective is. 

Senator Pasrore. All right, now, you may proceed. I am sorry we 
had to interrupt you this way, but sometimes I think we get more 
definite answers when we do. 

Mr. Coun. Of course, sir. 


Il, PAY-AS-YOU-SEE TV WILL NOT BRING NEW PROGRAMS 


In order to sel] their wares, the pay-as-you-see-TV salesmen—and 
this really should be pay-before-you-see-television salesmen—have 
dangled before the public and the Commission the prospect of new 
programs. Without this lure they recognize that their ultimate objec- 
tive—charging for the programs which the public sees free today— 
would become too obvious. However, the cold hard facts are that pay- 
as-you-see T'V cannot and will not provide, to any appreciable extent, 
programing that is not now available on free television and in the 
process of providing, perhaps, a new program here and there it will 
end up by forcing the public to pay for the programs which they see 
free today. 

The free programing on television during the past year—the dem- 
onstrated record of what the industry has, in fact, done, and not 
promises for the future is the most effective reply to the glib future 
promises of these salesmen. There is nothing which they can promise 
which is not already there. Tens of millions of people in these United 
States saw Richard III premiered over television even prior to its 
first showing in the motion-picture theater; they saw Katherine Cor- 
nell make her television debut in the theater classic The Barretts of 
Wimpole Street. 

Senator Pastore. Was that propaganda against pay-as-you-go tele- 
vision, the timing of this? Isn’t that the first time in the history of 
the theater business that anything like this was done? 

Mr. Coun. No, sir. 

Senator Pastore. All right, to get that on the record—because I 
have heard that accusation made—would you tell us the other times? 

Mr. Coun. I will be glad to supply memoradums on that. 





1The information was furnished by Mr. Cohn in a letter dated May 11, 1956, which was 


ordered inserted in the record on May 15, 1956. It will be found in the appendix to this 
volume at p. 1467. 
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Mr. Cox. Isn’t it true that the reason these are so worthy of com- 
ment is that they are above the average level of regular performance 
on television ? 

Mr. Coun. You are talking about an industry, Mr. Cox, which has 
really reached its bloom in a period of 4 or 5 years, and I think it is 
one of the great things that has happened in this country that an 
industry in its infancy, just started literally yesterday, has been able 
in such a short space of time to do the things which it is presently 
doing. 

Of course, 8, 10, or 12 years ago you didn’t have television program- 
ing like this; but in such a short space of time to have the magnificent 

rograming which we are having today, with the stars which we are 
favind today, the type of programing, is one of the greatest things 
which is happening in this country. 

Mr. Cox. Was Richard ITI carried by the network at a loss? 

Mr. Conn. I am not prepared to testify on that. 

Mr. Cox. Hasn’t it been so reported in the press ? 

Mr. Coun. I didn’t see any such report on that, sir. 

You saw Mary Martin in Peter Pan; The Sadler’s Wells Ballet; 
discussion and analysis of the farm and Middle East problems on See 
It Now. There was hardly a sport that was not regularly televised ; 
not only such popular sports as baseball, football, and golf, but also 
sports which do not appeal to large audiences, tennis, billiards, ping- 
pong, track, swimming, and hockey. As a matter of fact, the major 
problem that every football fan faced on January 1 was the dilemma 
of which one of the multitude of bowl games to watch. It was a year 
when a movie version of the television play Marty was voted the best 
motion picture of the year. With 1 or 2 minor exceptions, the larger 
motion-picture-production companies are making available their 
product for television programing. 

Mr.Cox. Today. That is largely pre-1948 film, isn’t it ? 

Mr. Conn. Yes. In addition to that, I should add that they are 
producing special types of film, specially designed for television pro- 
duction and television presentation. 

Mr. Cox. Those, however, are customarily half-hour programs of 
a kind that, at least at the outset, subscription proponents do not pro- 
pose to offer ? 

Mr. Coun. I don’t know whether the subscription television pro- 
ponents propose to offer it or not. 

Senator Pastore. Mr. Cohn, don’t answer this question if you don’t 
want to, I won’t hold it against you. Has television actually hurt 
your industry? Idon’t mean to be funny with this question. I hoped 
that the people in the audience wouldn’t be snickering or laughing at 
these questions. We are trying to formulate a record here. 

There are divergent points of view, and they are all honest men that 
come here that have an interest in legislation, and we don’t want 
anyone ridiculed or chuckled at just because he doesn’t represent our 
particular point of view. It is our job here to be impartial and to be 
fair. If we ask a question we don’t ask it to be frivolous. We are 
trying to compile a record, and I am very serious when I ask you the 
question: Has television, in and of itself, hurt the motion picture in- 
dustry in the exhibitor point of view ? 


Mr. Conn. The answer to the question, I think, is yes; but may I say 
a few words on that? 
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Senator Pasrore. Yes; go ahead. 

Mr. Coun. The greatest problem that the motion picture exhibi- 
tionist faces today is a shortage of product. That shortage of prod- 
uct arises from the fact that the producers of film, themselves, do not 
produce a sufficient amount of film whereby exhibitors have the 
product which they can show to the public and make a profit from it. 

Of course, every amusement is in competition with a different amuse- 
ment. There are all kinds of industries which are competing for 
leisure time, and certainly television, just as baseball or football or 
any other thing, competes with the motion picture theater. 

In one sense television, free television, has helped the motion 
picture, and the picture Marty that I referred to here is a perfect 
illustration. I think there is more of a marriage today between the 
television and motion picture industry than there has ever been before. 
and I think that marriage will continue to progress, in terms of artists, 
stars, writers, and all that. But as long as there has been established 
a competing medium; namely, television, it is inevitable that there is a 
competition for leisure time there. 

Does that answer your question, sir? 

Senator Pastore. Yes; it does. In other words, what you are say- 
ing is that even though the quality of picture that you may show on 
your screen may be much superior to a performance that one could see 
on television in his home, you have two elements—the first, of course, 
is the fact that the individual remains in the comfort of his home te 
see it at his convenience, and, second, the fact that he is seeing it free? 

Mr. Conn. Yes; and, on the other hand, as I pointed out a moment 
ago, the enjoyment of such a thing as a motion-picture film in the 
theater—just as any other thing that you go to a designated place to 
view, down at Constitution Hall, or the National Theater here in 
Washington—requires the undivided attention of the audience, and it 
is built upon the concept that it will have the undivided attention of 
the audience, and not upon either a 10-, 20-, or 21-inch screen, but upon 
a whole panoramic view of the events taking place. Consequently, 
although, of course, there is a tremendous enjoyment in watching free 
television 

Senator Pastore. You know it makes me laugh when you say that. 
You have children of your own? 

Mr. Coun. I do. 


Senator Pastore. I can’t even breathe in my house when Cheyenne 
ison. [Laughter.] You are talking about undivided attention. I get 
your point, though. You may proceed. 

Mr. Coun. During this year telecasts of the two political conven- 
tions will be seen on a free basis, just as they were 4 years ago. There 
is no reason to believe Ed Sullivan, I Love Lucy, Roy Rogers, Disney- 
land, Omnibus, and Jackie Gleason will not continue to appear 
throughout the year on a free basis—except for the fact that insofar 
as Jackie Gleason is concerned he has already publicly stated that he 
would switch to pay-as-you-see television programing if it were au- 
thorized since a television turnstile would provide him with greater 
income. 

Mr. Cox. Well, he is free to take his talents to any other medium. 
He can make a movie, unless he is bound by contract not to, or he 
could appear in night clubs ? 
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Mr. Coun. That is correct. 

Mr. Cox. And he could, in fact, appear on both sponsored and sub- 
sription television, if he were not contractually prevented from 
doing so. 

Mr. Conn. But I don’t think he would want to appear on spon- 
cored and pay-as-you-see television at the same time, because obviously 
if he wanted to get the greatest amount of income, the greatest 
amount would be to have the captive audience put the quarter or dollar 
inthe slot for each one of his programs. 

Senator Pastore. What do you think of the question of pay-as-you- 
see television contesting with the advertisers on free television—as 
to what the situation would be there for the better programs. Who 
do you think would be able to outbid the other ? 

Mr. Conn. I think pay-as-you-see will be able to outbid. There 
is very little question in my mind about it. They are talking about 
wanting $3 million from the Gillette Co. for the world series. I 
think $3 million is a drop in the bucket compared to what you can 
get on pay-as-you-see television for the world series. 

Senator Pastore. Do you think there is any way of controlling that f 

Mr. Conn. Yes, sir; by not establishing pay-as-you-see television. 
(Laughter. | 

Mr. Cox. Well, if you do not establish it, isn’t there a reasonable 
chance, at least in the view stated by Governor Johnson in his state- 
ment filed yesterday, that perhaps you will not be able to see it on 
television at all—that the only way that you can see it will be either 
to go to the park or to go to a theater on closed circuit? 

Mr. Conn. That is for the minor leagues he was talking about. 

Senator Pasrore. Yes. 

Mr. Cox. Well, isn’t there also a possibility that Gillette will not 
pay $3 million for the worlds’ series ? 

Mr. Coun. That is a possibility. 

Mr. Cox. And that no one else will pay it? 

Mr. Coun. That is a possibility. 

Mr. Cox. Then you have the choice between the major leagues re- 
ducing the price to a point which they regard as perhaps uneconomic 
or the program not being broadcast at all. 

Mr. Conn. I don’t understand your point of it not being economic. 
It would appear to me that whether they got $1 million or $3 million, it 
would be economic in terms that they would be getting something 
which they wouldn’t otherwise get. 

Mr. Cox. Unless they got a sellout for this event, then anything 
they received would be economic. 

Mr. Coun. Yes; it is not a question of economics, it is a question 
of what they would like to get. What they would like to get is far 
more than they are getting now for which I don’t blame them—but 
not at the expense of the public. 

Senator Pastore. Do you think this could be controlled in the 
public interest on the allocation of time; I mean that you could only 
use it so much, at certain hours in the evening, and so much at certain 
hours during the day, to make sure that you have an overabundance of 
free time and that there couldn’t be an infringement, or a raid, upon 


- best kind of programs because you wouldn’t have the time to show 
them? 
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Mr. Conn. That certainly would be cutting the baby in half, if] 
might use the expression, Senator, but it is our contention that ong 
the camel gets his nose under the tent here—— 

Senator Pastore. Well, without good supervision, of course, much 
of this boils down to that. Of course, this could be a runaway thing, 
if it were just let go without some kind of supervision. My personal 
feeling—I am not saying it is going to happen, I don’t say it isn} 
going to happen, I know nothing about the answer that the Congres 
of the United States will ultimately reach—but I do know this: If it 
ever comes about, it will have to be very strictly supervised to see that 
the public which is receiving free entertainment isn’t injured in that 
respect. 


Mr. Coun. Right. 

Senator Pasrore. You can’t disturb that. That even would be 
politically unwise. 

Mr. Coun. We are told that pay-as-you-see TV will make Broad- 
way plays available to the home viewer. This is an illusion. There 
are actually only an isolated few Broadway plays suitable for the 
living room. A moment’s thought and recollection of some of the 
words or songs or scenes in Damn Yankee—which, by the way, Mr. 
Poller referred to yesterday—Cat on a Hot Tin Roof or Tea and 
Sympathy should make this abundantly clear. 

This is true not only in terms of the type of plays but, also, in the 
basic differences between the two media—the stage and the television 
screen. It is obvious that television cameras could not simply walk 
in and photograph a stage production. If the play is to be of interest 
to the home screen viewer, it must be restaged and rewritten to conform 
to the different medium. Actually, the promise of Broadway plays is, 
at best, a promise of dramatic programs—which is not a particularly 
new or novel type of television programing. 

The sudden interest of Telemeter and Skiatron—both of which, 
through affiliated companies, have been involved in motion-picture 
production—in presenting ballets, symphonies, and other cultural 
fare for isolated minority groups over pay-as-you-see does not bear 
analysis. The same reasons that force them today to search for mass 
appeal products, will compel them to present pay-as-you-see pro- 
grams that have the largest and not the smallest mass appeal: Kco- 
nomics. They argue that only through a home box office can tele- 
vision provide the kind of programing which the majority does not 
appear to desire but which a significant portion of the minority of the 
population appears to want. 

This is just not so. If 10,000 people were willing to pay $2 a person 
for an algebra lesson—and I know that Professor Landis referred to 
it now as differential caleulus—and a million people were willing to 
pay 50 cents a person for Perry Como, the audience would be shown 
Perry Como and not taught algebra. This is particularly true be- 
cause of the fact that most of the costs of subscription television—the 
cost of manufacturing, installing, and servicing the decoder attached 
to the home set, and the cost of converting the television station so 
that it can send out an undecipherable signal—are fixed costs. 

As the diversity and quality of the types of television programing 
have continued to expand, the pay-as-you-see TV proponents have 
continued to shift their ground and now they plead on behalf of that 
segment of the public which would pay a dollar a night to be taught 
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algebra or the fundamentals of astronomy. There is no question but 
what such programing would fulfill the isolated needs of a minute 
minority. I am not persuaded, however, that pay-as-you-see TV 
should be established in order to supply the needs of these isolated 
and minute minorities. 

In the first place, it is inconceivable to me that the proponents, if, 
as, and when pay-as-you-see TV is established, will desire to serve 
such relatively insignificant minority tastes when Jackie Gleason and 
the baseball owners will be clamoring for the right to present their 
products over the system. I assume that these three proponents, as 
any other businessman would, will consistently seek that type of pro- 
craming which will have the greatest—and not the least—public ap- 
peal. We have suggested, in our comments to the Commission, a 
formula, to which I have already referred in the course of my pre- 
vious comments here, whereby it would preclude, if pay-as-you-see 
television is authorized, the taking away of the popular programs 
from free television, or some kind of system which would enforce 
a policy where pay-as-you-see would be designed only for minority 
tastes. As might be expected, the suggestion has been met with a 
deafening silence. 

Even assuming that the proponents, in fact, ultimately program in 
order to appeal to minority tastes, it must be borne in mind, through- 
out this hearing, that a television station can present only 1 program 
at 1 time. No matter how many times the proponents repeat the fact 
that their plans envisage supplementing existing television programs, 
the cold, hard fact remains that whatever program they would put 
on an existing station today would have to be a substitute of what 
appears on that particular station today. If such programs are to be 
put on, in choice evening hours, it is axiomatic that such a program 
would displace one of the far more popular programs which the public 
views today. 

The answer of the proponents to this cold factual situation is that 
their programing would enable new stations to arise in isolated com- 
munities which do not have a television station today. This, once 
again, is the glib talk of the salesmen. They have no interest in estab- 
lishing or providing a service to a pay-as-you-see television station in 
Goldfield, Nev., a city of less than a thousand people, where the Com- 
mission has allocated channel 5, a VHF channel, and no one has ap- 
plied for it. If they were really concerned with establishing 
additional television service they would voluntarily take a position 
which would prohibit them from programing in the first 100 markets 
in the United States over existing television facilities. 

I want to close this portion of the comments which I have here with 
this quotation from Elmo Roper, in an article in the Saturday Review 
of Literature—— 

Senator Pastore. But you want this whole statement in the record 
exactly as it appears in your prepared statement. 

Mr. Coun. That is correct, sir. 

Senator Pastore. All right. 

Mr. Conn. He was commenting on the fact that the Saturday Re- 
view of Literature had taken a poll and shown the majority, or sub- 
stantial portion, of its readers who were interested in pay-as-you-see 
television programing based upon the theory that they would have 
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literary things on the programing for pay-as-you-see and things 
which would ‘appeal to those minority tastes, and Elmo Roper com. 
mented, and I think it is a great statement: 

It is a truism that an important function of the democratic system is to accom- 
modate minority needs. However, just as integral a part is to make certain that 
in meeting the needs of the more articulate, more privileged minority we do not 
risk the chance of the majority to find cultural outlets within the economic limits 
they can afford. 

I also want to comment on the fact, as set forth on page 8 of the 
statement, that using our calculations, Senator, which are predicated 
upon the Zenith estimate of costs per program, and the average time 

spent by a family watching programing, and assuming that the family 
will continue w atching pay programs at the present rate that they are 
watching free programs, the average family would spend $1, 156 per 
year. Ye ou should bear in mind that 60 percent of the television sets 
which have been purchased were purchased by families with an income 
of less than $5,000 per year. 

Mr. Cox. That calculation is based as you indicate upon the assump- 
tion that free television is completely eliminated. 

Mr. Coun. That is correct. I am saying that using the Zenith fig- 
ures what they estimated the cost to the public would be for pay-as- 
you-see television and assuming that the public continues to watch 
pay-as-you-see television at the same rate the cost will be $1,156 per 
year. 

Mr. Cox. That is based upon an assumption that the FCC would 
have undertaken no regulation upon maximum pay programing. 

Mr. Coun. That is correct. Or it also is true that perhaps Zenith 
would be able to demonstrate to the Commission that those figures 
which they had supplied are fair and reasonable and therefore, if that 
is true, this figure would still be valid. 

Mr. Cox. Now, this $1 figure per 90-minute program, which you use 
as your basis for determining the 66-cents-an-hour multiple—was 
that their estimate as to the cost of all of their programs? Hasn't 
there been an indication that they thought there would be variation— 
that some programs could be offered at 10 cents, some at a quarter, 
depending primarily upon the number of viewers who could be at- 
tracted ? 

Mr. Coun. These figures which we used were the figures which 
Zenith supplied the Commission in connection with its Chic ago eX- 
perimentation. 

Mr. Cox. That was primarily the showing of feature films; wasn’t it! 

Mr. Coun. That is correct. 

Mr. Cox. For other programs they might have lower costs, or they 
might be able to achieve larger audiences which would make other 
figures applic able? 

“Mr. Conn. Y es, and they might have higher costs, also. 

Mr. Cox. Yes, in the case of opera, and so forth. 

Mr. Coun. Yes, I would also like to point out that 60 percent of the 
sets that exist in the United States today were bought on the install- 
ment plan. 


IIT. FEE TV WILL KILL FREE TV 


The authorization of pay-as-you-see television on broadcast fre- 
quencies is the creation of a competitor to free television that can and 
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will outbid rt for the best of its talent and program material and, con- 
sequently for audiences and ultimately revenue. The bulk of the pro- 
oraming which pay TV will present must of necessity be the very kind 
of entertainment which has found favor on free television. 

The potentialities of the raid on free television has already become 
apparent; organized baseball and other sports’ promoters are avid 
pay-I'V fans. Their programs are currently shown on television, but 
they have been frank enough to state publicly that they could make 
far larger sums if the public were required to pay to see their sport- 
ingevents. And, frankly, one cannot really blame them—if the prob- 
lem is viewed without any regard for the public interest. Why should 
they depend on the paltry hundreds of thousands of dollars from 
Gillette for the sponsorship of the world series, when they can be 
cuaranteed millions if 30 million people are required to pay a dollar 
for each telecast of the world series, if they want to see It. 

Mr. Cox. Doesn't the public have an interest in the survival of or- 
ganized sport? You are familiar with the statement of Governor 
Johnson ? 

Mr. Coun. I am, sir. 

Mr. Cox. Wouldn’t you feel that perhaps a necessary compromise 
would have to be reached here where, in order to have these sports 
available to them in their homes, they would have to make payments, 
part of which could be channeled into the hands of the promoters of 
the sports simply to guarantee their continued existence ? 

Mr. Conn. Not necessarily. I think, with due respect to Senator 
Johnson’s statement, that-the thing has worked out in a way today 
where, through a series of adjustments and compromises, it is not 
quite as dire as the prediction that the Senator has made. I recognize 
that there are problems created by free television for the baseball 
industry, and yet we find, as far as the major leagues are concerned, 
attendance, with Mr. Poller talking about the attendance in Milwaukee 
reaching new heights, some dropoff in the normal question of the 
competition for leisure hours, and yet the baseball clubs are making 
money. I can’t blame them for wanting to make more money and 
prosper even more under pay-as-you-see television, but I don’t think 
it is in the public interest, particularly with the dangers which are 
inherent in the pay-as-you-see television as far as the total impact 
upon the interest of the public. 

Sports are but‘an illustration. Every program that has a proven 
audience appeal is in danger of being subverted to the coinbox. 
Sports programs merely illustrate the fact that any program which is 
now a success on television is suitable for and must inevitably—by 
the very law of economics—be used by pay-as-you-see television. 

Subscription television and free television are not only basically 
competitive, but the competition is unequal and the two cannot both 
survive side by side. The huge revenue potential of pay-as-you-see 
television is multiplied with every successful subscription program. 
Successful pay-as-you-see TV would deprive free television of pro- 
gram resources, of audiences, and, consequently, of income; and the 
effects will pyramid. Not only will subscription television be able to 
outbid free television for programing by being able to offer more 
money, but, also, diminished audiences for free television will make 
less money available from the sponsors. 
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Senator, I realized when I sat down that there were others who 
also were to appear and I don’t want to appear to be hogging the light 
in terms of other people from out of own here who have been sched. 
uled to appear. 

Senator Pastore. We will put the entire statement in the record 
and I would appreciate very much if you would summarize from noy 
until the conclusion of your statement. 

Mr. Coun. I was going to make that suggestion to you, Senator. 

Senator Pastore. All right, we appreciate that. 

Mr. Coun. In the fourth portion of the statement I take up the 
question, and I think demonstrate that pay-to-see television will not 
solve the UHF problem. First of all, if a person has a converter today 
which has been converted to UHF he is now required to buy, if it js 
either Skiatron or Telemeter, a new converter, or lease from Zenith 
a converter, in order to see pay-as-you-see. He is going to have to 
convert his converter, so to speak. In the comments which have been 
filed with the Commission, and I keep referring back to those, Sena- 
tor, comments which were filed prior to the time that the UHF prob- 
lem became as critical as it is today, the proponents of pay-as-you-see 
television laid their principal emphasis on the point that they wanted 
to establish their system in the major markets in the United States— 
and when I say major, I mean the top 5 or 10. I suggest to you that 
it is because the problem of UHF is a critical problem today, and I am 
familiar with it as I am sure you are, and you have demonstrated 
your interest in it, Senator—but it is because it has that appeal today 
and needs a solution, that they are today talking about subscription 
television as being the answer for the solution of the UHF problem. 

They want the largest audiences and they want the audiences which 
they can get with the least expenditure as far as the public is concerned, 
and those audiences are in the major markets of the United States 
which have VHF stations. And I repeat once again, all you need do 
is to look back at the public statements of all of these proponents, 
and you will find repeatedly—not during the past 3 or 4 months, but 
1 am talking about 1953 and 1954—the statements that they want sub- 
scription television on VHF stations in the major markets in the 
United States. 

I want to summarize briefly our contention that pay-to-see tele- 
vision will, in fact, establish a monopolistic situation in the broadcast 
industry which is staggering in its scope. As of today, a telecaster 
does not have to have an RCA transmitter to transmit an NBC pro- 
gram, nor does a viewer have to have an RCA receiving set in order 
to receive an NBC program. With pay-as-you-see television—and 
assuming for the sake of the illustration, it is the Zenith proposal 
which is adopted—Zenith will manufacture the equipment, which 
will code, encode, make the picture scrambled for the telecaster. 
Zenith will manufacture this equipment which you have to lease and 
put on your set in order to get what program, the program that is 
supplied to the station by TECO—Television Entertainment Co. 
which is an affiliated company of Zenith. Now, there have been no 
comments, either on Monday or Tuesday, about where TECO fits into 
this whole picture. But if you will look at the corporation of TECO 
and its relationship to Zenith ; you will find that TECO was organized 
by the stockholders of Zenith, and the principal officers and stock- 
holders and directors are all interrelated between the two, and accord- 
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ing to the stock offering agreement of TECO, and its publicity—and 
it is a matter of common knowledge—it will be TECO who will set 
the price which the public will pay for its pay-as-you-see television. 

There was a statement made here yesterday and on Monday, by rep- 
resentatives of the various companies, that the telecaster would set 
the price that is to be paid by the public. That is not what the agree- 
ment between TECO and Zenith provides for. It provides that 
TECO, being an affiliated company of Zenith, fixes the prices that the 
public will have to pay for its programs. 

Senator Pastore. Is that an existing written agreement ? 

Mr. Conn. Yes, sir. 

Senator Pastore. Do you have it there? 

Mr. Conn. I have the statement—the offering of the TECO stock 
to the Zenith stockholders—where for every 5 shares of Zenith stock, 
you are permitted to buy 1 share of TECO stock, TECO having been 
organized by the officers of Zenith Corp. And in stating the purposes, 
and how the two organizations are to operate, it is clearly set forth 
that one of the obligations of TECO will be, “Fixing of the fees to be 
charged users of television service who subscribe for programs broad- 
cast by means of Phonevision”—Phonevision being the type of pay- 
as-you-see. 

Mr. Cox. Would that be the fee for the decoder or the fee for the 
program ¢ 

Mr. Coun. I assume it is the program, because they talk about the 
program throughout this, and in the representations to the Commis- 
sion there is no hiding of the role of TECO. As a matter of fact, 
TECO is a party in the proceedings before the Commission, but what 
you have here in my judgment 

Senator Pastore. But that agreement, of course, is before the Com- 
mission. 

Mr. Coun. The agreement, itself, is not. It is before the Securities 
and Exchange Commission, and approval of the Securities and Ex- 
change Commission was received. 

Senator Pasrorr. But you are familiar with the proceedings that 
took place before the Commission on this matter ? 

Mr. Coun. Yes, sir. 

Senator Pastorr. Do you have any knowledge as to whether or not 
that agreement was introduced ? 

Mr. Coun. I have no recollection. I do not think that the agree- 
ment itself was introduced. I don’t think it was called for. I thmk 
description of the functioning between the two corporations was de- 
scribed in the Zenith and TECO pleadings. 

Senator Pastore. Without commenting on that, inasmuch as you 
raised it and I suppose there would be some rebuttal to it, would you 
mind if we placed it in the record, in our files, and then gave it back to 
you? 

Mr. Conn. Not at all. It is a public document on file with the Se- 
curities and Exchange Commission. 

_ Senator Pastore. If you don’t mind leaving it, we would like to have 
it referred to in our record because that will be discussed by people in 
interest.? 


*The document was furnished by Mr. Cohn on April 27, 1056, and ordered inserted in 
the record at that time. It is printed at p. 1450 below. 
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Mr. Coun. I don’t mean to imply, in what I said, that this was not 
a matter of public information and that Zenith has hidden this in any 
kind of way. 

Senator Pasrorr. No; we understand the point that you are making, 

Mr. Coun. But the only point I am making is in terms of a perpen- 
dicular monopoly. The proponents will manufacture and sell, or 
lease, the encoding and decoding equipment, and in addition to that 
they also will provide the programing—be the agent for providing 
the programing—to the telecaster and set the rate at which the public 
will pay ’ for the: programs. 

As far as Skiatron is concerned, it also suggested 1 in its pleadings be- 
fore the Commission that there be only 1 of the 3 systems for any one 
city, which would mean that you would not only have the perpendicv- 
lar kind of monopoly that I referred to, but you would have an ex- 
clusivity kind of monopoly where there wouldn’t be the competition 
of the 3 systems between one another in any one locality. I assume, 
Senator, that the entire statement will be in the record. 

Senator Pasrorr. The entire statement will be made a part of the 
record, including the part where you discuss the legal aspect of this. 
We want to thank you very much, Mr. Cohn, for appearing here. 

(The remainder of Mr. Cohn’s pr eal statement, including one 
portion which was touched on but not completely covered, follows:) 

Because the proponents of pay-to-see TV have not released any definite figures 
which would indicate what they expect to charge the public there is no way of 
estimating, with exactitude, how much the public will have to pay to see their 
programs. However, utilizing the Zenith estimates of probable average price 
per program, we have calculated that it would cost the average viewer $1,156 
a year to continue to wateh television at his present rate of just under 5 hours 
per day. That figure becomes very significant when we remember that 60 per- 
cent of the television sets now in the hands of the public were purchased by 
families with annual income of less than $5,000, and that 60 percent of 40 mil- 
lion sets were bought on the installment plan. As of April 1955 the unpaid bal- 
ance on sets which were sold on the installment plan was $700 million. 

Television has, in fact, become the primary entertainment and cultural medium 
for the lower income groups, and it is precisely those groups that will be most 
directly affected by any pay-to-see television scheme. In this connection I would 
like to quote from an article by Elmo Roper in the August 14, 1955, issue of the 
Saturday Review of Literature where he was commenting on the fact that the 
majority of the readers of that literary magazine favored pay-to-see TV: 

“It is a truism that an important function of the democratic system is to ac- 
commodate minority needs. However, just as integral a part is to make certain 
that in meeting the needs of the more articulate, more privileged minority we 
do not risk the chance of the majority to find cultural outlets within the eco- 


nomic limits they can afford.” 

The position of the major television networks makes this point 
clear. While now opposing any form of pay-to-see TV, they have 
stated to the Commission that the two systems cannot live side by 
side and, if the Commission authorizes any type of pay-to-see TV, 
they will be forced, in the long run, to abandon their present system 
of programing and adopt the pay-to-see system. 

As I previously pointed out, the consumer public has invested over 
$10 billion in television receiving sets, antenna, and repairs on the 
representation of the Government and manufacturers that there would 
be no charge for the programs it would receive. If the public were 
ever told that they will have to pav for their television programs, the 
Boston Tea Party will fade into an insignificant private skirmish. 

a the past several months the principal thrust of the propo- 
nents has been the cry: “Give us a chance; let us experiment; what 
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harm can there be in experimentation? Let the public decide.” Such 
a plea generally strikes a responsible chord in America, because we 
are a nation of pioneers and experimenters. 

However, the proponents do not really desire to be pioneers. What 
they desire to do is to take an established market which was created 
by the pioneering efforts of others—television stations, networks, and 
receiving-set manufacturers—and to convert this market to their own 
selfish purposes. Their plea is tantamount to someone crying “ex- 
perimentation” and “pioneering” in order to attempt to sell Congress 
an idea whereby he would be enabled to charge for the use of the ex- 
isting drinking fountains in Rock Creek Park or the Smithsonian 
Museum. 

The proponents have compared themselves to the Wright brothers. 
[ think the analogy is misplaced. The Wright brothers did, in fact, 
invent something new and gave us an additional—and not a sub- 
stitute—means of transportation. They did not come up with a 
system whereby they would install and control turnstiles on all the 
highways and roads. 

If the proponents were really sincere, what they ought to do is to 
inaugurate a type of community antenna system whereby additional 
channels and additional programing would be made available to the 
public. Here they could test out whether the public would pay to 
see the allegedly new type of programing which they proposed. 

The danger of the type of experimentation which the proponents 
propose lies in the basic fact that free and fee television cannot exist 
side by side and if the experimentation works, then free television is 
doomed. It is one thing to experiment and to pioneer where the public 
benefits; it is another thing to experiment in a field where, if the 
experiment works, the public must suffer. It is at this very point 
that the Government has an obligation to preclude such type of 
experimentation. 


IV. PAY-TO-SEE TV WILL NOT SOLVE THE UHF PROBLEM 


As this committee knows only too well, many of the television sta- 
tions in the UHF band are now facing a severe crisis. Obviously 
some action must be taken and taken immediately. Pay-to-see TV, 
however, is not the answer. 

At the heart of the UHF problem lies the fact that most tele- 
vision receivers are capable of receiving only VHF channels. This 
has meant that in order to receive UHF transmission television set 
owners have had to purchase a converter—a device to enable him to 
pick up the signal of the UHF station. 

Pay-as-you-see TV would compound the conversion problem; they 
propose to solve the UHF problem by adding 2 rather than 1 con- 
verter to each receiving set. 

In order for a set owner to view a pay-to-see television program, he 
must install a new gadget: A decorder, so that upon payment of the 
required fee the television set will make a complete picture out of what 
had been a jumbled mess. We are now asked to believe that by super- 
imposing the conversion problems of pay-to-see television upon the 
conversion problems of UHF stations, we can solve the UHF con- 
version problem. 
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Zenith, the most vocal of the pay-to-see television proponents, until 
recently, also looked askance at any proposal which would limit the 
system to UHF stations. On November 29, 1954, Zenith (and its 
subsidiary, TECO) filed a petition with the Federal Communications 
Commission entitled “Joint Substitute Petition Concerning Subscrip- 
tion Television,” requesting the Commission to authorize subscription 
television. At pages 11-12 of that petition it stated : 

Petitioners do not suggest restricting subscription television to either UHF 
or VHF and in fact believe that proposals that subscription television be limited 
to UHF are impractical and dangerous. We believe that subscription television 


should be made available, without discrimination, to all television broadcasters, 
UHF and VHF * * * 


* Y * * * * * 
Subscription television is even more of an infant than UHF. Like UHF it will 
also have the tremendous problem of set conversion * * * It appears undesirable 
to compound the problems of the embryonic subscription television by adding 
the conversion problems of UHF * * *# 

The substance of these remarks was repeated by Zenith in the com- 
ments which it filed with the Commission on June 9, 1955. The cur- 
rent emphasis on pay-to-see television as the panacea for the prob- 
lems now facing UHF stations is an attempt by the proponents of 
subscription television to capitalize, for their own private benefit, 
upon the public interest in and sympathy with these current problems. 
And, even assuming that pay-to-see TV would aid some UHF broad- 
casters, that aid must be weighed on the scales of public interest. The 
mere fact that some book publishers lose money each year is no reason 
why a pay-to-read system should be inaugurated by public libraries. 

As Zenith has admitted, in its pleadings before the Commission, 
the proponents of pay-to-see TV will be primarily interested in the 
larger markets in the United States. In order to stimulate the flow 
of investment capital, subscription television must demonstrate its 
profit potential, and this means the establishment of the system where 
there is the largest audience at the lowest per capita cost—New York, 
Chicago, San Francisco, Los Angeles. The profit and loss statements 
from New York and the other top markets will provide the capital for 
the subsequent expansion of the system. 

However, there is actually very little, if any, UHF problem in large 
metropolitan areas such as New York, Los Angeles, and San Fran- 
cisco. That Zenith is aware of this is attested to by the fact that it has 
not, in its recent pleading filed before the Commission, suggested that 
subscription television actually be limited to UHF stations only, but 
rather phrased its request in terms of making subscription television 
available to those stations that can demonstrate a need for additional 
revenues. 

Ostensibly, this limitation is intended to cover the UHF problem. 
However, when read in the light of Zenith’s prior statements in connec- 
tion with UHF and with Zenith’s analyses of how it expects subscrip- 
tion television to develop, it is apparent that the language is well 
conceived. The purpose is to insure to Zenith the availability of the 
major metropolitan areas, most of which do not have existing UHF 
stations. At any given time, at least 1 of the 7 VHF stations in 
New York will be able to demonstrate that under the rather loose 
standards suggested by Zenith, it has a need for additional revenue. 

The subscription television proponents have not indicated how long 
it would take to establish a system of toll television. It does appear, 
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however, that they expect it will take at least a year to develop a system, 
ineven atrial market. It is inconceivable that a nationwide system of 
subscription television could be developed in less than 3 to 5 years. 
The UHF problem needs an answer now. To refrain from taking any 
positive action now to help the UHF, on the theory that subscription 
television will solve the problem in the future, is to do another injus- 
tice tothe DHF. 

But even assuming that pay-to-see TV offered a possible solution 
to the current UHF problem, this advantage must be weighed against 
the disadvantages to the public at large. It will not be sutflicient to tell 
a Detroit baseball fan that the reason he has to pay to see the world 
series on television is because Congress or the Commission wanted to 
help a man in Illinois who owned a UHF television station. 


V. PAY-TO-SEE TV AND MONOPOLY 


The advocates of pay-to-see TV have, time to time, intimated 
or suggested that the adoption of their systems affords the answer to 
certain alleged monopolistic industry practices. This argument—just 
as the UHF argument—is another attempt to offer a panacea—at the 
expense of the public—for whatever industry problems (real or im- 
agined) do exist. Parenthetically, it should be noted that Zenith has 
not only offered its system as the panacea of all industry problems, 
but has also argued that its system would increase newspaper circula- 
tion and display advertising, increase magazine advertising, increase 
attendance at motion-picture theaters, and make the operation of radio 
stations more profitable. 

The proponents of pay-to-see TV envisage a plan of operation which 
cannot help but el in the worst type of monoply. Skiatron pro- 
poses that the Commission adopt specific standards under which a 
single pay-equipment organization might reasonably expect to develop 
its business in a community, unhindered by rivalry from other systems. 
The determination of what programs will be transmitted will be made 
by Skiatron. Skiatron will establish the price to be charged to the 
public and the basis for compensating the broadcast stations for trans- 
mitting programs. The monopolistic pattern is clear. 

Zenith’s proposal is essentially the same, except that it would permit 
more than one system to be utilized. Paramount, the parent of the 
third subseription-television proponent, International Telemeter, has 
infused its offspring with more caution. The memories of the various 
antitrust prosecutions apparently are still sharp—and so Telemeter has 
been more noncommittal as to the role it expects to play if pay-to-see 
TV is authorized. 

Most important of all, however, is the fact that nowhere have any 
of the proponents even suggested that there be any regulation of the 
amount which they—and their allied television stations—will be able 
to charge the public. It is one thing for stations to be free to charge 
commercial advertisers what the traffic will bear; it is altogether an- 
other thing for stations to charge the viewing public what the traffic 
will bear in order to see the telecast of political conventions, the World 
Series, Jackie Gleason, and Peter Pan, which is just exactly what the 
proponents propose to do. 
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VI. THE COMMUNICATIONS ACT AND PAY-TO-SEE TV 


There is a very serious question as to (a) whether or not the Com. 
mission has the authority under the Communications Act of 1934, as 
amended, to permit subscription television; and (0) assuming (1) that 
some form of subscription television were found to be in the public 
interest; and (2) that the present Communications Act could be tor- 
tured into a construction that would permit the authorization of sub- 
scription television, whether or not that statute is adequate to insure 
that the public interest would be protected and continuously served 
by the authorization of subscription television. 

In our written comments before the Commission, I think we have 
demonstrated that the Commission does not now have the authority 
to permit subscription television. The act is clearly devoid of any 
specific authorization. The Communications Act contemplates only 
two types of commercial usages—a “broadcast” use and a “common- 
carrier” use. Subscription television is neither and, yet, both. Broad- 
casting is, by definition, a service for all the public, and not for that 
segment of the public that can afford to pay. Common carriage has 
become a word of art to describe such operation as the American Tele- 
phone Co. and Western Union. A common carrier is one who provides 
a facility, rather than a program service which is transmitted over the 
facility. 

It is our position that this act which was passed and amended in 
the light of the existing broadcast industry—an advertiser-supported 
industry—cannot and should not be construed to permit the authoriza- 
tion of a new concept of broadcasting, which clearly could not have 
been in the minds of the legislators at the time the act was passed and 
amended. 

The proponents of subscription television look for support to the leg- 
islative history, and in this case the legislative history goes back to 
1927. What they find is pathetic. We are shown words of individual 
legislators taken completely out of context. I do not intend to dupli- 
cate here what we did in the formal pleadings in this matter filed with 
the Commission; namely, to reinsert the words back into their histor- 
ical context. I can only say to you, gentlemen, that any attempt 
to contort a statute to permit the usurpation of authoriy in an area 
that was clearly not within the contemplation of Congress, that de- 
pends upon ancient history of a dubious sort—individual remarks of 
Congressmen and Senators on the floor of the House and Senate—is 
pathetically weak. 

I suggest to you that a regulatory statute has meaning only in light 
of the structure of the industry that it was intended to regulate and 
that, in the absence of specific authority, the Commission does not have 
the power to authorize subscription television. 

Even assuming for a moment that the statute could be contorted to 
permit a subscription-television authorization, is the present Commu- 
nications Act the proper vehicle for this purpose? Is this statute, en- 
acted to regulate a broadcast industry which provided a service without 
charge to the public, a sufficient basis to insure that the public interest 
will be served by a broadcast industry that depends for its support 
upon a direct charge to the public and involves a direct and personal 
contact with the home viewer? 
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Let me mention just one problem. The Communications Act re- 
quired that the Commission give detailed and careful scrutiny to the 
qualifications of prospective licensees. In the present industry, the 

roduct, and not the broadcaster itself, comes into your living room. 
Subscription television contemplates the issuing of franchises in every 
community for the installation and maintaining of its equipment, the 
billing to and collection from listeners, and the making of all the 
necessary local arrangements for the transmission of programs. This 
is a direct and immediate contact with the broadcaster and the home 
viewer. Yet, although the broadcaster is licensed by the Commission, 
the Communications Act does not appear to permit or require the 
licensing of these franchise dealers. 

What about the rates that the home viewer will be charged? Should 
the subscription-television promoter be able to levy whatever toll he 
desires? Every enterprise that I can think of that utilizes the public 
domain for private profit and involves a direct charge to the listener 
carries with its operating privileges a duty to charge reasonable rates, 
and this duty is enforced by statutory rate regulation. I suggest to 
you that it is doubtful whether the Commission now has the authority 
to regulate television subscription rates. The Communications Act 
does not have a clear answer. In fact, these questions are questions 
of basic policy which it is the function of this Congress, the elected 
representatives of the people, to determine, rather than properly 
within the administrative discretion of the Commission. If there is 
ever to be any kind of a subscription-television operation, that deter- 
mination should be made by the Congress, and the Congress should 
provide the administrative agency with sufficient powers to enforce 
the congressional mandate. Legislation is required. ‘The present 
Communications Act is insufficient for this purpose. 

Senator Pastore. Are you through? 

Mr. Coun. Lam. 

Mr. Cox. You indicated, Mr. Cohn, that you felt subscription would 
be forced to make a mass appeal for audiences and, in order to deliver 
on this proposal, that they could not appeal to specialized audiences 
by providing entertainment which would not have the same breadth 
of appeal as free television. Now, that, of course, is something that 
only time could demonstrate. Isn’t it true that it would be mechani- 
cally possible, and economically possible, for a subscription programer 
to provide a program of more limited appeal and still make the same 
return by increasing the charge made for the program, as long as the 
public was willing to pay for it ¢ 

Mr. Conn. That is theoretically possible, but as a practical matter 
I still suggest that the astute businessmen who operate the three com- 
panies will always seek the greatest amount of money—for which I 
don’t blame them—on their programing, and inevitably it comes back 
to the most popular programing. 

Mr. Cox. The point [ am making is this: If this is possible, this is 
different from sponsored programs, because there the sponsor is im- 
pelled by economics to offer the mass-appeal type of program. 

Mr. Conn. That is generally true. Of course, all I was going to 
say is that you have programs such as Omnibus; you have programs 
which don’t necessarily appeal to the greatest mass of audience, which 
are a part of the operations of every free television station that we 
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have today, both those associated with networks where they get either 
their network programs of that type, or those not associated with 
networks which do programing of their own of that type—and, of 
course, those associated with networks do some of their own of that 
type, too. 

Mr. Cox. You make the point that only one program can be offered 
by a particular station at one time and that therefore, a subscription 
program will be a substitution for, rather than an addition to, exist- 
ing programing. The point I would like to ask is: What is the situa- 
tion where a station now on the air, and therefore offering programs, 
is in financial difficulties and perhaps going to leave the air? Now, 
if it could stay on by raising revenue from subscription service, where 
it has been unable to get it through advertising support, that program- 
ing would be in addition to what the public would eventually get if 
the present economic forces are permitted to play. 

Mr. Conn. That is obviously true, in the same sense as if you were 
going to establish a new station and that new station was going to 
be pay-as-you-see television; it would be an additional service. But 
you should bear in mind and take cognizance of the fact of what kind 
of programing is this new station going to put on, which raises in 
turn the question of whether or not we might be creating a situation 
whereby the establishment of a new station which does not exist today, 
or is in financial trouble—you are creating a problem for those exist- 
ing stations which are today not in financial trouble, but face serious 
financial trouble by having pay-as-you-see television. 

Mr. Cox. Do you think if Mr. Kohn got a pay-as-you-see television 
station in Easton, thus remedying his economic difficulties, this would 
in any way imperil the economics of the Philadelphia stations which 
are blanketing his area now with network programs ? 

Mr. Coun. If I had, on my new station that you are talking about, 
the world series, Jackie Gleason, I Love Lucy—go down the line on 
all of these—the answer to your question is “Yes”; I could very easily 
cause very serious financial difficulties as far as—not the station in 
Philadelphia, because you gave me the Easton-Allentown situation— 
but the two stations in Bethlehem and Easton which are existing to- 
day. Mr. Ray Kohn spoke of the fact that his station in Allentown 
had trouble, and that he was competing with Philadelphia and Lan- 
caster. But there are 2 stations there today, 1 in Easton and 1 in Beth- 
lehem, in that area, and you permit a new station, or a revived station, 
to go on the air and put subscription on, what you might end up doing 
is killing off the 2 existing stations in Easton and Bethlehem. 

Mr. Cox. Do you know whether those two stations are presently 
making money so they will be there 3 or 4 years from now ? 

Mr. Coun. I don’t know, except what I bear, and I hear one of them 
is having difficulty. 

Mr. Cox. Now, you suggested, I believe, that if they were serious 
about this proposal of increasing service, they should offer to exclude 
themselves from the top 100 markets. 

Mr. Coun. That is right. 

Mr. Cox. Now, in the top 100 markets, with 11 exceptions, there 
are 3 or fewer services, so that the existing stations in those markets 
are affiliated with the 3 networks. How do you suppose a sub- 
scription programer would, in the initial stages of inaugurating such 
service, get time on any one of those stations in evening hours? 





TELEVISION INQUIRY 1247 


Mr. Coun. You are talking about the top hundred markets? 

Mr. Cox. Yes. : 

Mr. Coun. Well, in those cities where there are stations other than 
network stations, I assume your question doesn’t apply. - 

Mr. Cox. Quite obviously the four extra stations in New York 
would be available to him there. 

Mr. Coun. One of the ways would be to negotiate with the par- 
ticular station involved and attempt to demonstrate to the station that 
the station could make more money by being affiliated with them—at 
the expense of the public, I might add. 

Mr. Cox. In other words, you would suppose that any one of the 
operators of these existing stations could be persuaded that an affilia- 
tion with a still unborn network to — a still untried type of 
service—could persuade any one of those broadcasters to cancel his 
affiliation with 1 of the 3 existing networks ? 

Mr. Coun. As of today, no; but certainly in the future. 

Mr. Cox. We are talking about how they are going to get started. 

Mr. Coun. I would assume they would start, Mr. Cox, with the 
unaffiliated stations in those major markets, which there are in places 
like New York, Los Angeles, Chicago. 

Mr. Cox. Of course, the larger the market they start in, the more 
substantial the investment required on the part of the local franchise 
holder to get the situation underway ; isn’t that true ? 

Mr. Coun. You mean because there are more people in these par- 
ticular things ? 

Mr. Cox. Yes; because it would cost much more to equip 50 percent 
of the homes in New York with decoders than the fairly substantial 
figure given for equipping 50 percent of the television homes in 
Washington. 

Mr. Conn. Right. 

Mr. Cox. Is it your position that they are going to start in these 
major markets, make this investment, before they have had an actual 
experience with public acceptance of their product ? 

Mr. Conn. That is what they have said. 

Mr. Cox. In your closing argument about UHF you said they are 
going to the large cities and they will not help UHF because there are 
VHF stations there. If they made a success in larger cities, would 
they not be required by the FCC to make this same system available— 
the same programs and the sathe decoding equipment—in any area 
with UHF allocations where a local franchise holder was willing to 
make the necessary investment ? 

Mr. Coun. Probably, when I was younger, I would have been able, 
because I had more intelligence then, to prognosticate as to what the 
Commission was going to do in any given situation. As TI grow older, 
{ find myself less able to do that and consequently, what you are 
really asking me is what would the Commission do under a given set 
of circumstances and, frankly, I can’t tell you. 

Mr. Cox. No; I am just asking you, based on your experience with 
the Commission, whether you think it is conceivable that the Com- 
mission would authorize a service of this kind and would not require 
anyone authorized to furnish this service to furnish it to all comers 
on equal terms ? 

Mr. Conn. Generally speaking, I would agree with that. 

Mr. Cox. That is all I have. 
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Senator Pasrore. Thank you very much, Mr. Cohn. 
Mr. Abe Stark. 


Mr. Stark. Mr. Stavisky is assisting me. 
Senator Pastorr. You may bring anyone you like. 


STATEMENT OF ABE STARK, PRESIDENT, NEW YORK CITY COUN. 
CIL; ACCOMPANIED BY LEONARD P. STAVISKY, ASSISTANT 10 
THE PRESIDENT, NEW YORK CITY COUNCIL 


Mr. Srark. Mr. Chairman, and gentlemen, first I would like to 
place on the record a resolution calling upon the Federal Communica- 
tions Commission to protect the public against any threat to free tele. 
vision viewing which was passed, 19 to 3—there were 3 abstaining from 
voting and 19 completely against pay-as-you-see television—by the 
City Council of New York 

Senator Pastore. Without objection, the resolution will be made a 
part of the record at this point. 

Mr. Starx. Thank you very much. 

(The document above referred to is as follows :) 


Makcu 1, 1955. 
THE CouNcIL RESOLUTION No. 410—RESOLUTION CALLING UPON THE FEDERAL 

COMMUNICATIONS COMMISSION To PROTECT THE PUBLIC AGAINST ANY THREAT 

TO FREE TELEVISION VIEWING 

By the president (Mr. Stark)— 

Whereas applications have been filed with the Federal Communications Com- 
mission for approval of pay-as-you-watch television in violation of the right of 
the American people to free access to the air waves; and 

Whereas the Federal Communications Commission has asked for written com- 
ments as to the advisability of adopting subscription television; and 

Whereas there are 4,290,000 television sets in New York City and 34 million 
sets throughout the Nation which will be directly affected by any threat to free 
television viewing, and 

Whereas there is danger that better programs will be purchased by subscrip- 
tion syndicates and limited to families who can afford to pay for this service; and 

Whereas there are countless families of moderate means who will be unable 
to afford subscription television and will have little more than mediocre shows 
and antiquated movies available to them without charge: and 

Whereas many of these families bought television sets with the belief that the 
tradition of free access to. broadcasting channels would be held inviolate; and 

Whereas coin-box television is a violation of the’ spirit and intent of section 
303 (g) of the Communications Act of 1934 which directed the FCC to encourage 
the larger and more effective use of broadcasting in the public interest; and 

Whereas the tradition of free broadcasting must not be lightly cast aside or 
threatened with extinction by the unfair competition of well-financed syndicates: 
Now, therefore, be it 

Resolved, That the Council of the City of New York call upon the Federal 
Communications Commission to withhold approval of pay-as-you-watch television 
on the grounds that it will create hardship for many families; and be it further 

Resolwed, That this resolution be in no way construed to interfere with prompt 
approval of limited audience television designed to transmit police lineups, med- 
ical operations, and related community services, provided they are regulated in 
the public interest ; and be it further 

Resolved, That the Council of the City of New York transmit a copy of this 
resolution to the members of the Federal Communications Commission. 

Referred to the committee on rules, privileges, and elections. 


Mr. Srarx. I appreciate this opportunity to appear before this 
committee of the United States Senate on the subject of subscription 
television. ‘The issue before us not only involves the public interest, it 


also represent a flagrant attempt to usurp powers which rightfully 
belong to Congress. 
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Over two-thirds of all American households now have one or more 
television sets. These families look to Congress for protection of 
their natural and legal rights to uninterrupted access to their own 
property. Although the Nation’s airwaves have always been free, 
today there is conspiracy in the air. By influence and affluence, a 
powerful and self-seeking syndicate is bent upon destroying free tele- 
vision as we know it in this country. 

Free television is the best form of low-cost entertainment available 
tothe average American family in the average American home. Free 
television represents a public investment of more than $10 billion. 
It affects 37 million American families. It concerns over 100 million 
American people. This tremendous public investment must not be 
sacrificed to benefit the selfish interests of any syndicate. 

There is a clique of monopolists in this country now seeking to 
destroy free public access to the airwaves. I accuse them of violating 
the spirit and intent of the Communications Act of 1934. I accuse 
them of attempting an unwarranted invasion into the privacy of the 
American home. I accuse them of supporting a system which borders 
on illegal confiscation of private property. And I accuse them of 
ignoring the hardship to millions of low-income families who cannot 
afford the cost of luxury entertainment and who would suffer most 
from the inroads of pay-as-you-see television. 

It is time that someone told the people the truth about toll TV, and 
unmasked it completely and openly. Its advocates have promised all 
sorts of inducements—plays, movies, sports events, forums, variety 
shows, and even the opera. But all of these are available now, free 
of charge, under existing commercial and foundation sponsorship. 
Pay-as-you-see television would give the public nothing new, except 
a bill at the end of the month. No monopolist and no syndicate 
should be permited to charge people for the privilege of watching 
their own television sets. 

Mr. Cox. If they don’t offer anything new, Mr. Stark, who will then 
subscribe to the service they are offering ? 

Mr. Stark. I think that could be very easily overcome by these com- 
panies, unfortunately, through promotion, publicity, selling the fam- 
ilies the ideas that they are giving them something better than they 
are getting on free television. It can be brought about terrifically at 
tremendous expense to the average family, by the children, them- 
selves, at home, who might be told of a certain program, where there 
may be stories that appear in some of the comic books that should be 
banned; many other ways such as that, where the children will be 
continuously ere sol their parents for the additional pennies to pay 
for that kind of program which they cannot afford, and the parents 
as usual have no alternative but to give them the program they want. 

Then, again, even among the adults, through promotion, most any- 
thing in this world—and it has been proven time and again—can be 
sold, and I think that can be sold. 

Mr. Cox. You assume, then, in effect, a campaign of deceptive ad- 
vertising as to the content and value of the programs? 

Mr. Stark. We don’t have to be deceptive. It may be, and there is 
plenty of deceptive advertising right now on programs on the air 
which should be stopped, but it can be done in such a way to make 
this particular picture look better than that picture that we get free, 
some such way as that. It is very easily done. 
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Thirty-seven million American families are involved in this issue. 
In many instances these are poor people, people who had to scrimp 
and save in order to buy their television sets. Many are still paying 
installments. They bought these sets with the clear understanding 
that there would be no interference with the principle of free tele- 
vision viewing. In New York City alone there is a public investment 
of $114 billion, involving 414 million set owners. Almost 1 set for 
every 2 people in the city of New York. 

In a single year the average family spends approximately $87 on 
servicing and amortizing the cost of existing television sets. Toll TY 
would cost an estimated 66 cents an hour, which means that each 
family would be required to pay an additional $100 a year in order 
to watch 3 hours of pay-as-you-see programs a week. Since the aver- 
age television set is in use 4 hours a day, the cost of toll TV might, in 
some cases, be as much as $1,100 a year. 

Mr. Cox. I take it that that is the same calculation that Mr. Cohn 
is talking about, which assumes complete displacement of free tele- 
vision ? 

Mr. Srarx. Yes. We have gotten the figures from the various 
agencies. 

Let me cite the example of New York City. Our average family 
income is only $3,500 a year. We have three-quarters of a million 
New Yorkers over 65 years of age. We have 1 million 60 years and 
over, one-eighth of our population. Seventy-four percent of these 
aged men and women have incomes of less than $1,000 a year, and 
half of them have no income at all. Furthermore, children, house- 
wives, hospitalized servicemen, shut-ins, and other disabled persons 
have come to rely upon free television as an essential form of recrea- 
tion and entertainment. They have no other means of getting it, these 
people in these brackets. They canont afford to pay for luxury enter- 
tainment, and that is why they bought television sets, probably de- 
mite themselves quite often of things that they need so that they 
1ave that little entertainment within their own home. 

I would like to quote a newspaper, just 1 day of programs on the 
air free. This took place on January 15 of this year. 

The reason I have this paper is because at some time thereabouts 
we started to talk about the resolution that was introduced in the city 
of New York. 

Here are some of the programs: 

Seven o’clock in the morning, arthritis and rheumatism benefit show 
with stars of stage and screen, and so forth. I am sure none of those 
monopolies would want to do that. 

Another one, Lamp Unto My Feet, a tribute to the missions of the 
Lutheran Church. 

“Look Up and Live;” “Nothing to Do,” by Harold Fonder—cause 
and effect theme on juvenile delinquency; “Camera Three”—final 
episode of “Crime and Punishment”; “Let Us Take a Trip to a 
Seminole Indian Vilage” with Sonny Fox; “The American Foreman ;” 
“What is Ahead for the New Congress”; “The Catholic Hour”; “Com- 
munist Materialism’: “Youth Wants To Know”—Senator Car] 
Mundt interviewed; “Dr. Spock”—pediatrics, talks about differences 
in training of single children as opposed to twins. 

Here is a program that was on for 2 hours that day, 3:30 to 5:30, 
NBC Opera Theatre, Mozart, “The Magic Flute.” “Front Row 
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Center”; “Strange Suspicion”; “College Press Conference”—Secre- 
tary of the Army Wilber Brucker will be interviewed; “Ominbus” ; 
“The Great Forgery”; “Super Circus”; “Meet the Press”—Senator 
William Knowland; “You Are There”’—V-J Day; the New York 
Times Youth Program, “How Should Political Campaigns Be Con- 
ducted” ; Governor Meyner of New Jersey discusses the Armed Forces 
Reserves; the Ed Sullivan Show—a tremendous show; a play, “The 
Ballad of Mender McClure”; “Alfred Hitchcock Presents”; “You 
Have Got To Have Luck.” 

This is 1 day, I am sure by taking away, and it will have to come 
some day, free television, much of this will be lost to the public who 
cannot pay. 

Gentlemen, no other issue in recent years strikes so directly into the 
American home. Unlike any other form of entertainment, broadcast- 
ing was conceived and developed within a framework of free access to 
the airwaves. That tradition must not be lightly cast aside. Pay-as- 
you-see television is like the camel at the tent. Once it is admitted 
in principle it will destroy free broadcasting as we know it in this 
country, usurping the best programs, the best channels, and the best 
available hours. 

Congress established the principle of free broadcasting under the 
Communications Act of 1934. But what you and your predecessors 
have guaranteed by just law is now being undermined by influence 
peddling and undue pressure. The advocates of toll TV are spending 
vast amounts of money on costly propaganda distributed on a nation- 
wide basis. They are printing thousands of advertisements, leaflets 
and brochures advocating immediate approval of pay television with- 
out further authorization from Congress. And what is more deadly, 
they have their friends in “court;” they have their advocates in 
Washington ; they have their own propagandist now sitting as a mem- 
ber of the Federal Communications Commission, the agency which 
is pledged to uphold the principles of free broadcasting in this country. 

I maintain that it is impossible for the Federal Communications 
Commission to render a just decision on toll TV so long as one of its 
members, Robert E. Lee, is permitted to serve in an official capacity. 
In a speech delivered on February 21, 1956, and in an article pre- 
pared for the March 20, 1956, issue of Look magazine, he has pre- 
judged the issue. He has expressed himself in favor of subscription 
television, even though the matter is still pending before the FCC 
and no public hearing has yet been held. 

Mr. Cox. On that point, Mr. Stark, isn’t it true that in many of the 
proceedings before the Commission in quasi-legislative matters, where 
rules are proposed or changes in rules are proposed as here, that the 
Commission may or may not hold a public hearing at their discretion ? 

Mr. Stark. I agree with you, that is so, but when we stop to think 
that 25,000 communications have been sent to the FCC—I think it is 
the largest on record—do we not owe it to the people to have hearings? 

Mr. Cox. Well, now, as I understand it, a number of the parties have 
requested hearings, and that is something still being considered by the 
Commission, but it is true, as I understand it, that as of this date the 
record in this matter is closed. All comments are in, and when the 
Commission was before this committee they indicated that they were 
how giving consideration to these comments, and to the question of 

75589—56—pt. 3—14 
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whether they could reach a decision or whether hearings would be 
required. 

Mr. Srarx. Well, I am not too sure whether a decision hasn’t been 
reached, but I know this much: There is no reason in the world why 
that had to be done and why it is even too late now to have hearings 
that are demanded, and why it was necessary for Robert E. Lee to 
write an article and to speak on behalf of doing away with the hear- 
ings and to go right through it and give it theO.K. And evidently the 
decision in his mind has been reached, if in no one else’s. 

Senator Pastore. Now, in justice to Mr. Lee—we disagree on many 
points with Mr. Lee—you don’t see anything illegal in that? 

Mr. Starx. Let us not call it illegal. It is certainly improper. 

Senator Pastore. Many of us in public life have opinions that we 
formulate on the facts that are available to us. I haven’t read the 
article of which you speak, but did he go so far as to say “Let us do 
away with hearings and let us have this thing?” 

Mr. Stark. He asked for immediate approval. It is right here, 
We will show it to you. 

Senator Pastore. Will you leave that for the record ? 

Mr. Stark. Yes, we will.’ 

Mr. Cox. The point I would raise along the same line is this: Isn't 
it a practice in legislative proceedings—in the city council, in the Con- 
cress, at all levels—for members of these bodies to express their views 
on controversial questions pending before the agency before a vote is 
reached ? 

Mr. Starx. It is so in bodies like your own, in bodies like the one I 
serve on, but not in the FCC, in my opinion, for him to prejudge, no 
more than we would expect any judge in a court to prejudge a case such 
as this. 

Mr. Cox. Don’t we have to maintain a clear distinction between the 
function of the Federal Communications Commission in a quasi- 
judicial proceeding in which it is considering arguments presented to 
it by many parties as to changes in rules? 

Mr. Stark. I would consider this definitely was judicial, and in my 
opinion that should never have taken place; and now that he has de- 
clanal himself, which I will explain further 


Senator Pastore. Then I think it preferable that you proceed, Mr. 
Stark. 

Mr. Stark. Thank you very much. 

Gentlemen, there is need for public confirmation or denial of re- 
ports that Commissioner Lee has received substantial payment for 
that magazine article. As enacted by Congress, the Communications 
Act of 1934 clearly states that “no Commissioner shall participate in 
any hearing or proceeding in which he has a pecuniary interest.” 
Furthermore, the FCC is considered to be a quasi-judicial body and, 
under law, judges are traditionally required to disqualify themselves 
on matters in which they have previously testified. In spite of this, 
Mr. Lee has become an avowed propagandist for pay-as-you-see tele- 
vision while holding quasi-judicial office. 

A man can either advocate or judge a case. He should not serve in 
hoth capacities. I question the wisdom of allowing Commissioner 


* The article in question is printed at the conclusion of Mr. Stark’s testimony, beginning 
at p. 1259. 
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Lee to have any further responsibility in the proceedings over coinbox 
television. In the interests of justice, Congress should undertake an 
immediate investigation to determine whether any Federal laws have 
been violated by Mr. Lee’s ill-conceived action in prejudging the case 
and propagandizing for a cause. 

Mr. Cox. You don’t suggest any specific law that in your opinion 
has been violated ? 

Mr. Srark. The law of 1934, section 154. 

Mr. Cox. Is it this reference to interest ? 

Mr. Srark. That is right. 

Mr. Cox. Is it your view that a man who received pay for the prep- 
aration of an article has an interest in the outcome of the proceeding 
on which he comments? Wouldn’t that require that he own an in- 
terest—ownership in some one of the parties to the proceeding—before 
he could be held to have an interest in the eventual outcome? 

Mr. Stark. Well, not necessarily. He doesn’t have to own an in- 
terest in the companies, and I am not making any accusations against 
Robert Lee in that sense, or in any other sense; but for many reasons, 
there may be reasons for a man taking a position like that, and cer- 
tainly there was no necessity, at a time like this, when there were 
25,000 communications within that body, for him or anyone else 
associated with that body to speak about that in a speech, and to write 
about it in a magazine. 

Senator Pastore. Well, now, let me ask you this question, Mr. 
Stark: I hope that this doesn’t tend to confuse our record, because I 
think you are making a very sincere and serious presentation here, 
and there are many people who agree with you as to what effect this 
pay as you see might have on free entertainment, and that is the 
serious question that the Congress has to decide. 

Mr. Stark. And that is what I am hoping for, may I say. 

Senator Pastore. In other words, whether we are giving the public 
a little more in addition to what we are already receiving, or whether 
this may be an instrumentality by which we may weaken his existing 
privilege of free entertainment. That is the serious question involved. 

But now once all of the facts have been presented to the FCC, and 
one of the Commissioners sees fit to go on a public forum and state 
his. opinion as he looks at the problem, and even though he receives, 
let us say, an honorarium for that, would you say that he committed 
an act of impropriety, or that he committed an illegal act in violation 
of an existing law, because he expressed his opinion? 

Mr. Starx. Senator, in my opinion, I would say “Yes.” He could 
have his opinion if he wanted to, but he should keep it to himself 
and not go out making speeches. No one would permit a judge to do 
that, in my opinion. 

Senator Pastore. Well, is this exactly that? Is this the situation of 
a judge who is deciding issues between two people, or is this a matter 
that actually plays into the public interest that has to be determined ? 

Now, this is not a case. This is a rulemaking proceeding. And I 
think our record ought to be clear on that because, after all, it is our 
function to see that these administrative officers carry out their re- 
sponsibility, consistent with law. But you have said here, and you 
make the blank arguments, and I hope that you would consider that, 
that no Commissioner shall participate in any hearing or proceeding 
in which he has a pecuniary interest. 
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Now, do you take the position that that is what he did when he 
expressed his opinion on a rulemaking procedure? Having heard all 
of the sides, he got up and he said “I think this is a good thing,” like 
I might go out of this room now and say “I think this is a good owe 
I can’t represent clients in matters that involve Federal agencies under 
the Constitution, and statutory provisions, but I can state my opinion 
on a matter of this kind that comes before us, and so can you as a 
member of the council. You can’t represent a client in any business 
before the City Council of the City of New York, but if a matter 
comes before you on the changing of an ordinance, and you get up in 
a public forum and you say that you feel it is a good thing, and ought 
to be done, that is no pecuniary interest because you stated an opinion. 

Mr. Srark. Senator, in the first place—— 

Senator Pastore. If we are wrong about that, we want to be cor- 
rected. But you are actually making an accusation here that Com- 
missioner Lee has actually taken money for an opinion. 

Mr. Starx. Well, he has expressed an opinion, and bear this in 
mind: He has not only expressed this opinion, but he has expressed 
this opinion without permitting the right of hearing of 25,000 groups 
or individuals. And he has expressed that opinion and in my opinion 
that is certainly far more serious than even if he would be involved 
in the company itself. 

Senator Pastore. Well, you can disagree with it, but the serious 
question is whether or not he violated a law—whether or not he had 
a pecuniary interest. 

{r. Srarx. That is not up to me to decide, and you may be com- 
pletely right. I don’t know. I am just giving you my opinion. But 
T do believe that your committee should check into that seriously. 

Senator Pastore. Well, I want to read this to you, because after all, 
you see, the Congress of the United States has been alert to all of these 
situations, and naturally we want the record to be abundantly clear 
in view of the strong presentation that you make here. 

I am reading from section 4, subsection (b) of the Communications 
Act of 1934, as amended. 


Such Commissioners shall not engage in any other business, vocation, profes- 
sion, or employment; but this shall not apply to the presentation or delivery of 
publications or papers for which a reasonable honorarium or compensation may be 
accepted. 

Mr. Sravisky. May I comment on that ? 

Senator Pasrorr. Yes; I want you to. 

Mr. Sravisxy. I think though it is proper for a man serving on the 
Federal Communications Commission to be permitted to write maga- 
zine articles, I do not think it proper for him to be permitted to write 
magazine articles about a matter still pending before the FCC, and on 
which the FCC has not arrived at a decision. 

Furthermore—— 

Senator Pastore. You mean he has no right to express his decision ? 

Mr. Sravisxy. Before the decision is handed down, I think it is 
improper. 

Senator Pastore. Would you say it is illegal? You are saying here 
it is illegal and should be investigated. 

Mr. Sravisxy. If it is still pending before the FCC, sir. 

Senetor Pastore. Well, how do you construe this section I have just 
read ? 
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Mr. Stavisky. In the sense that it permits him to write magazine 
articles on general subjects, but not necessarily on a matter still cur- 
rent. In other words, he may write something about the FCC which 
has already been decided, but not a matter which is still current, in 
my opinion. 

‘Senator Pasrore. Well, I am not going to quarrel about it. 

Mr. Sravisky. Furthermore, could I make this observation: It is 
standard practice for Look magazine to pay all contributors of maga- 
zine articles, exclusive of their own staff members, for any article 
published by Look magazine. We have charged Commissioner Lee 
with receiving an honorarium and payment for this magazine article. 
He has refused comment on that accusation, which we made a month 
ago. I believe he should be asked publicly by the United States Sen- 
ate—by this committee, if in your opinion it is proper—to confirm or 
deny reports that he has received a substantial payment for the pub- 
lication of that magazine article. 

Senator Pastore. Well, let us assume that he has received compen- 
sation, or an honorarium. The question before us is, Is that a viola- 
tion of the law, and I have just read the law to you? 

Mr. Sravisky. I believe that if you check 

Senator Pastore. In view of the temerity of your accusation—he 
could say, “Admitting what you say is true, I have done nothing 
wrong.” 

Mr. Stavisky. Of course, he can say that. 

Senator Pastore. I know. When I say “I have done nothing 
wrong,” I am putting it rather graphically. He could say he didn’t 
violate the law: “Admitting what you say to be true, I didn’t violate 
the law.” 

Mr. Stravisky. Reading section 154 (j), the one on pecuniary inter- 
est, I think it is subject to further interpretation and clarification by 
this committee—section 154 (}), which declares that no Commissioner 
shall participate in any hearing or proceeding in which he has a 
pecuniary interest. 

Senator Pasrorr. No Commissioner shall participate in a hearing or 
proceeding in which he has a pecuniary interest. Now, the mere fact 
that a man expresses an opinion, and is paid for an article, is that a 
pecuniary interest ? 

Mr. Sravisky. I think it is something this committee might look 
Into, S1r. 

Senator Pastore. All right. 

Mr. Stark, you may proceed. 

Mr. Srark. You know, he even goes further in this magazine 
article 

Senator Pastore. I want the record clear. I may be diametrically 
opposed to the opinion stated by Mr. Lee. Maybe I am. 

Mr. Srark. Yes, you have been very fair. You have said that to 
the previous speaker. 

Senator Pastore. We are discussing another problem here. And I 
don’t think that anything ought to happen, short of violating a law, 
that ought to cireumscribe the expression of opinions and ideas, because 
that is the reason why we hold these public hearings. Ifa man is paid 
to do something that is inconsistent, incompatible, and inimical to his 
public trust, that is one thing; but if a man expresses an opinion, 
honestly and fairly—whether or not I agree with it—and the law savs 
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that he can do it and receive an honorarium—if he appears in public 
to make that speech or receives compensation if he writes an article 
in the expression of that opinion—if the law permits it, we certainly 
shouldn’t accuse the man of having violated the law. T hat is the only 
point I make. 

Mr. Starx. Well, Senator, I would say he would have the right to 
say all that, and more, if he wants to, and whatever he would want 
to say, in voting on a matter after it is over—give his reasons why he 
is voting for it, or against it. 

Senator Pastore. But it would have been in better taste if the Com- 
mission itself had decided the issue; is that correct ? 

Mr. Starx. Correct, absolutely. 

Senator Pastore. Now we are talking about better taste. Now we 
are getting into another field. Weare not talking about congressional 
investigations, no more than I think anyone should ridicule you for 
expressing your opinion as you see it, because I applaud you for it, Mr. 
Stark. You have every right to come here as an American citizen and 
express your opinion. 

Mr. Srarx. And I wouldn’t come here unless I felt that way. 

Senator Pastore. Very well. 

Mr. Srarx. He goes further and suggests approval of subscription 
television on a “broad basis, leaving to the promoter the choice of the 
system he wishes.” He further suggested that if the early tests indi- 
cate public acceptance, we could perhaps remove all restrictions and 
let the buyer beware. 

I don’t think it is wp to a member of that Commission to make 
statements of that kind prior to this thing having a hearing. 

Senator Pastore. Well, I want you to know that Mr. Lee is a Re- 
publican, and I ama Democrat. But I still want you to know that | 
seriously feel we ought to be rather cautious, and if there are any cir- 
cumstances far bevond what is already presented here—but if it is 
merely a publicly written article of this type and the expression of an 
opinion, I think we ought to go rather slowly in characterizing the 
man’s reputation. 

Mr. Srarx. I personally would go still further than that if it were 
possible, and I would say this: 

It makes no difference whether one like you and myself are Demo- 
crats or Republicans. This is something, in my humble opinion, and 
strong opinion, that should be completely nonpartisan, as free as the 
air we breathe. 

Senator Pastore. I say “Amen” to that. 

Mr. Srarxk. And so this concept of letting the buyer beware is a 
total denial of the need for Government regulation of utilities and a 
return to the jungle theory of dog eat dog i in business dealings with 
the public. His idea is a senseless ‘repudiation of the spirit and intent 
of the Communications Act of 1934 which directed the FCC to regu- 
late broadcasting in the public interest. 

If Commissioner Lee has his way, 357 million American families will 
be brushed aside without a hearing in order to satisfy a handful of 
monopoly-minded syndicates. A public investment of over $10 billion 
will be sacrificed without reason. Congress has an obligation to the 
American people to answer this ¢ ‘hallenge and demonstrate to all con- 


cerned that our Government is guided by just law rather than im- 
pulsive fiat. 
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Iurge you to—— 

Senator Pasrore. W ell, go ahead and say it. 

Mr. Stark. I do not want to be antagonistic. I don’t know your 
opinion for or against pay TV. I have expressed my opinion here 
strongly, and in the city council where we had hearings on that— 
we permitted hearings on that—and not a single per son—it is unbe- 
lievable—not a single person appeared before “the city of New York 
speaking on behalf of it. Everyone was against it. Even they, 
themselves, their representative who was supposed to be there, at the 
last moment somehow boycotted this thing by sending a statement to 
the mayor of the city of New York : attacking me for going through 
with this without giving him sufficient time to appear at the hearing. 
He had 3 weeks’ time, but the very next day he said that he urged the 
FCC to vote on it immediately. For that he was in a hurry, but to 
appear before us, he had no time. 

These are the actual facts, and so, my friends, I urge you to summon 
Commissioner Lee before this committee of the Senate to answer 
charges, if you want to call it that, of conduct unbecoming a public 
official, and to investigate the underground movement which is now 
being waged to destroy free television viewing in the United States. 

Senator Pastore. Well, I want to say to you, Mr. Stark, and Mr. 
Stavisky, that we appreciate your coming forward here, especially 
because of the fact that you are president of the city council of the 
largest city in the world, that embodies the destinies, the hopes and 
aspirations, and the dreams of m: iybe 8 million people, which is a very 
very large part of our entire American population. And I am one 
of those who might have to make the self-serving statement that I 
am intensely interested i in the consumer interest in every cause, and 
our responsibility here, of course, is to protect the public interest. 

Fundamentally, you feel strongly about this matter because you feel 
that somehow pay-as-you-go television will injure the privilege and 
the opportunity that people now have in free entertainment Dy the 
use of television. -You seriously believe that, and I have the highest 
regard and respect for your belief. Now, there are some other people 
who maybe look at it differently, and they will appear here also. Our 
job is to hear both sides of the question, and to protect the public 
interest. 

Naturally, a man who comes here representing a large metropolitan 
area such as you do, with so many people, carries a tremendous amount 
of weight as to his opinions on these subjects, and the record is clear. 
It isan open record. People who don’t agree with you can come here 
and rebut or refute any statements that you have made. TI am not 
here to a or defend Mr. Lee. 

Mr. Srark. I know that. 

Senator Pastore. On the other hand, I think that for the mainte- 
nance of orderly process, it was necessary for me to oe out that 
according to everything that is presented here so far, I don’t see the 
harm in the situation, although I do see the fact that you people could 
very seriously disagree with him. ‘The chances are that he spoke about 
it before an official decision was made, but that was not a controversy, 
as I understand it, between two conflicting interests. They are trying 
to make a rule at the FCC to determine, first of all, whether they have 
the authority under the law to do this thing, and if they do have the 
authority, whether or not it should be done at all. 
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I think Congress will play a very important part in the decision 
that is ultimately made. 

Mr. Starx. I am glad to hear that. 

Senator Pastore. Maybe sometimes some of us become so enthusi- 
astic or imbued with our own point of view that we would like to go 
around telling everybody about it. I don’t think for 1 minute that 
Mr. Lee is the kind of man who would take com ensation to make up 
his mind. He might take compensation, or an honorarium, as he is 
permitted to do under the law, possibly to write an article expressing 
his opinion. Whether or not that opinion is influenced for com- 
pensation, I doubt that very very much. 

You people have your point of view, and naturally I have mine. J 
somewhat resisted the appointment of Mr. Lee when it was made at 
the time. However, since he has become a member of the Commission, 
I have found him to be a very honorable person, dedicated to public 
service. He said here in this room precisely what he said in this article. 
He said it to us, and it was no secret to me when you revealed what the 
article was all about. 

As a matter of fact, talking about expressing an opinion, let me say 
this: Maybe I am just as much at fault as the rest, because I asked him 
his opinion when he came here. 

Mr. Srarx. That is all right. 

Senator Pastore. But I want to thank you, Mr. Stark, for coming 
here, because I realize that you come here and present your views on 
this issue on behalf of the people of your city. 

Mr. Srarx. I would just like to say this, Senator, in closing. In my 
opinion, in fact, I have never expressed anything here that ‘T said he 
has taken compensation outside of for writing the article, which is 
only hearsay. I don’t know that for a fact 

The Cuairman. He might have been paid. I don’t know. 

Mr. Stark. But I cannot get myself to feel different about the entire 
setup due to the fact, whether he has legally a right or legally no right 
to do what he has done. The fact that he sits on that Commission, as 
an American, in decency to every person in our country, he should not 
nage done it. That is my opinion. 

I go further; I say this too: As far as the three companies involved, 
in my opinion, too, there this is nothing but cold hard business of the 
toughest kind, and I am sure when it will come down to dollars and 
cents on this problem, of giving choice to a pamphlet or to a comic 
book—a pamphlet that may bring them in $10,000 or a comic book 
that may bring them in millions—the comic book will win out. And 
being elected as a representative of the city of New York, outside of 
my own personal feeling toward that, which I have fought on behalf of 
voluntary or ganizations for 35 years of my life—if I must mention just 
one thing, I am president of the largest boys’ club in America, the 

s3rownsville Boys Club in the Borough of Brooklyn, where besides the 
boys club we are building a golden age center for men and women over 
60 years of age who need recreation and have no place to go. Iam con- 
cerned about those children and those old people, and if I have to puta 
bite or a tax in the city of New York, or put a bite or a tax in the city 
of Washington, you feel the same about it, on behalf of the people that 
have sets, I know much better places to put that bite than on this. 

Thank you very much. 
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Senator Pasrore. Mr. Stark, I haven’t had the privilege of having 
met you before, but I have heard a lot about you, and if you weren’t 
the kind of man you are, you never would have been the president of 
the city council. 

Mr. Starx. That is very kind of you. Thank you very much. 

Senator Pastore. I only want to say this in conclusion. This was 
a hearing on a rulemaking procedure, and the questions that he 
answered in that article, we ourselves on the committee asked him 
questions about it because we were interested to know how they might 
feel about these things. 


Now, I will admit to you, there are situations that the FCC deals 
with that do tend to be quasi-judicial or strictly judicial, where you 
have two conflicting interests, and it is up before them to decide the 
rights of various people. 


Now, if before a decision was made they went out and talked about 
it, that would be completely wrong, but this was an opinion on a rule- 
making procedure. 

Mr. Srark. I accept that. Thank you very much. 

Senator Pastore. Nice to have seen you, too, Mr. Stavisky. 

Mr. Sravisxky. Thank you very much. 

(The article referred to by Mr. Stark, which appeared at pp. 104 to 
108 of the March 20, 1956, issue of Look magazine, is as follows :) 


LeEt’s GIVE THE PUBLIC A CHANCE AT Parp TV 


By Robert E. Lee, member, Federal Communications Commission 


When I was a boy, my father advised me to stay out of needless controversy. 
“Never argue about religion or baseball teams,” he said. “There is no point 
in arguing when there is no hope of changing opinion.” If my father were living 
today, I have no doubt that he would add subscription television to the list of 
topics that should not be argued. 

“Subscription television’—more simply known as paid TV—is the name applied 
to all systems by which TV viewers can select a program being broadcast in 
garbled form and, through a code furnished to them for a fee, unscramble the 
program and see it. Those who pay can see the program; those who do not pay 
cannot see it. 

Various systems have been proposed for subscription television, and it is not 
my purpose, here, to argue the relative merits or demerits of one system over 
the other. The fact is that these systems have been perfected and can provide 
a reasonably foolproof method for viewers who might want to pay for programs 
they wished to see, in preference to, or in addition to, programs they now get 
free. 

Since subscription television is now pending before the Federal Communica- 
tions Commission, I hasten to remind the reader that the views expressed here 
are my own and do not reflect the opinion of the Commission. Nor do they 
indicate what action, if any, the Commission will ultimately take. 

Subscription television has been argued at length before the Commission. The 
record is now closed. Nearly 24,000 individual comments have been received— 
the most ever received by the Commission on any proposal. These proposals 
and counterproposals fill 69 volumes, each 3 or 4 inches thick. If placed in a 
pile, these volumes would reach a height of more than 18 feet. 

I have labored through this testimony and found nothing that I did not know 
before the Commission asked for it. The pros are still for and the cons against. 
Neither side, it seems to me, has presented anything new or novel. I am con- 
vinced that endless legal procedures, hearings, and studies will never answer 
the questions: Does the public want subscription television? Will the public 
support it? I submit that the only way to answer these questions is to let the 
publie answer them. Experts on what the public wants, or what the public will 
do, have been wrong too often. Nor can a Government commission, despite all 
the hearings in the world, determine the public’s wishes. I believe the only 
way to learn the public’s desire is to give paid TV a trial—in the tradition of 
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our free American system. If investors are willing to gamble the huge sums 
that paid TV will require, why not let them make the attempt and put a lot 
of people to work? Six months might give us the answer. In any Case, I fee] 
that the issue can be settled only by putting the show on the road and letting the 
bex Office tell the tale. 

Is subscription TV consistent with the public interest? I believe it may very 
well be. Don’t let anyone kid you about this being a contest between some- 
thing you now receive free and something you will pay for under these pro- 
posals. Broadcasting is not now literally free. Your investment in your set 
is a cost to you. In a sense, the products you buy include the cost of the ad- 
vertising which pays for the programs you see. But I do not dispute the argu- 
ment that this “cost” for advertising actually lowers the final price to the 
consumer by insuring mass markets, mass production, and therefore lower 
prices. As I see it, this argument over “cost” is irrelevant. Under a free sys- 
tem, people should be free to pay for goods they want—including television 
entertainment. 

My contention, simply, is that the public may not only wish to view the free 
programs they now see. The public may also be glad to pay for the pleasure 
of seeing programs they do not now receive—current Broadway plays, major 
sporting events, superior film productions, and the like. 

It is true that many paid TV programs would be beamed at only relatively 
small segments of our population which have a particular interest in some sub- 
ject, for example, the Metropolitan Opera. However, a small segment of our 
37,500,000 receivers would support such programs at modest fees, and indeed 
contribute to our cultural requirements—an objective devoutly to be desired. 

Consider, too, the educational applications: correspondence courses by air. 
I saw a film exhibited by one of the proponents of subscription TV in New York 
City illustrating this point. This particular film was a half-hour portrayal of an 
actual surgical operation demonstrating a new technique for heart surgery. With 
the exception of perhaps 2 minutes, the film was palatable and instructive to the 
lay audience. At the point of the actual incision, the picture was scrambled 
so that only the subscribers could see the surgical technique. 


TRIAL-AND-ERROR METHOD HAS WORKED 


I am told there are approximately 20,000 doctors in the Greater New York 
area. No medical arena could hold more than a handful, yet all of them 
could view such an operation on their sets at home or in the office. What a 
boon to medicine. Imagine the value of such a program on a national hookup 
to doctors around the country. Medical education could be advanced broadly 
overnight and many lives might be saved. Certainly any system so potentially 
valuable is worth a trial. 

American enterprise has prospered through trial and error, and there is no 
reason why television should not benefit from that ages-old method. The advent 
of television gave a terrific impetus to our economy. The TV peak has passed, 
however, and the industry is beginning a settling process that is squeezing more 
and more TV stations off the air for lack of financial support. One of the major 
networks recently issued a study indicating that the economy of the country 
could not support more than 600 TV stations in the foreseeable future, despite 
the fact that there are still 1,200 possible stations available for assignment. 

TV stations, like radio stations, have to be assigned by the Federal Com- 
munications Commission, just as airplanes have to be assigned to certain routes 
and altitudes to keep them from flying into each other. In the case of radio and 
TV, these assignments are made to prevent overlapping of signals between two 
or more stations in a given area. In TV, particularly, this presents a problem. 
Imagine the available radio spectrum as a very long vertical ruler whose mark- 
ings are the frequencies to which various users of the spectrum are assigned. 
Since the number of users of the spectrum grew like Topsy, and since the ruler 
is not tall enough to accommodate all who want the best parts of it, assignments 
have been made all up and down it. 

Now it is a scientific fact that the lower you are on the ruler the better signal 
you have. Those stations on the upper part (UHF or ultrahigh frequency) have 
difficulty competing with the better signals on the lower part of the ruler or 
spectrum (VHF or very high frequency). Since there is a scarcity of space on 
the lower part, it has been necessary for the Commission to assign television 
stations on the higher part (channels 14 through 83), in addition to the relatively 
few channels in the lower frequency (channels 2 through 13), in an attempt to 
provide a nationwide, competitive system. 
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As these channels have come on the air, the stronger signal characteristics of 
the lower channels have compelled the programing sources (mainly networks) 
to prefer them, leaving broadcasters on the higher channels at a serious disad- 
vantage in coping with their competitors. Naturally, the national advertiser 
(the primary financial support of TV) wants his program on these lower channels. 
To compound the problem, the manufacturers of TV receiving sets are loath to 
make sets which will receive all channels. Since the better programs and 
coverage are principally on the lower channels, there is litthe demand for an 
all-channel receiver. Moreover, an all-channel receiver is more expensive to 
make. This higher cost and smaller demand mean that the manufacturer with 
a more expensive set that has little market cannot meet his competition. 


LOCAL STATIONS HANDICAPPED 


The result is that if a citizen wants to receive the higher signals, he must first 
buy a set, then buy a separate converter for the same set and a special outdoor 
antenna. Since the programing on the higher channels is less attractive (being 
poorly financed), there is no incentive for the citizen to make the costly con- 
version. Hence, for the most part, those stations on the higher channels are in 
dire straits. I say “for the most part” because I do not want to create the 
impression that the higher-channel service is a complete failure. It is doing 
yery well in a few markets where good programing is available. 

Good TV programs cost money, and the cost of first-rate entertainment is well 
beyond the resources of local independent stations which have to rely on local 
advertisers who cannot afford to use network TV shows that are seeking a mass 
market for products. A 10-second spot announcement in a major market can 
cost an advertiser $600 to $1,200. 

Thus the high-channel station not only suffers the handicap of a poorer 
signal, it also suffers the handicap of a smaller sales potential and, consequently, 
a much more modest program budget. Even in those cases where a local station 
has been able to develop a hit show, that station soon loses its talent to the lure 
of Broadway and Hollywood. Recently, local stations have benefited from a 
change in movie producers’ opposition to the release of good films for television. 
The Walt Disney productions, Million Dollar Movie, and other similar programs 
are on the march. But the promise of adequate programing in the future, from 
other than networks, is small solace right now to the station operating in the red. 

This is not a healthy situation, since it tends to centralize the control of 
programing in relatively few hands. While I believe the years ahead may 
correct whatever evil lies herein, a more immediate solution may be within our 
grasp if we seriously consider paid TV. Subscription TV could be a boon to the 
independent station. More stations mean more competition and encouragement 
of local outlets. 

An equally compelling reason for more TV stations is the American tradition 
of competition and freedom in the field of public opinion. I believe that TV 
cameras do mold public opinion through their treatment of current events, 
political personalities, and campaigns. The persuasive voice and compelling 
personality leave a mark on the public mind. There is a public interest, there- 
fore, in fostering the utmost possible competition in TV to make sure that all 
viewpoints have an outlet. 

At present, a Senate committee is examining the problems of TV stations whose 
demise is imminent in many, many communities. The problems of these stations 
can be traced directly to lack of revenue—an inevitable result of poorer signals, 
smaller audiences, smaller markets and, therefore, insufficient income. Sub- 
scription TV, it seems to me, provides a great possibility for exploration, since it 
would, if successful, provide an additional source of revenue. Again, I say if 
successful. Paid TV would, of course, fail if the public does not want it. It 
will have to be very good to compete with some of the fine free TV that is now 
available. I do not believe the public will pay for what it now gets free. 


FOUR-POINT PROGRAM OFFERED 


Therefore, I suggest a program be initiated by the Federal Communications 
Commission, under which the Nation and its television stations and viewers 
may test the public acceptability of paid TV. I leave open the question as to 
whether or not congressional action is necessary. While I personally believe it 
is not, the Congress can provide it if needed. I suggest the Commission: 

1. Approve subscription TV on a broad basis, leaving to the entrepreneur the 
choice of the system he wishes to use. 





1262 TELEVISION INQUIRY 


= 


2. Apply some temporary restrictions until we know where we ure going. For 
example, we might consider limiting it, in the intial statges, to the UHF portion 
of the band, with perhaps some further restrictions on the amount of time which 
could be charged for, in order to protect free broadcasting. If the early tests 
indicate public acceptance, we could perhaps remove all restrictions and “let the 
buyer beware,” as he must in any other purchase. 

3. Permit this test of paid TV to continue for a period long enough to truly 
test public reaction, give stations and programing facilities time to work ou 
the necessary changes in their operations and test public reaction to a variety 
of paid programs. 

4. Permit stations to drop paid TV if they find to their own satisfaction that jt 
does not fill a market need in their own area. If subscription television has 
all the drawbacks that its detractors say it has, the public will reject it and 
no further action will be necessary by the Federal Government to dispense with 
it. On the other hand, if it fills a public need, and the public shows by its 
patronage that it wants paid TV, then permanent Government approval in the 
form of a Commission ruling or legislation should be enacted to formalize what 
the public has already shown it desires. 

The television industry—in the manufacturing and sale of TV receivers, iy 
the vast operations of programing, broadcasting, and advertising—is too big and 
too important to the economic and cultural welfare of the American people to 
be limited, unnecessarily, to a system subsidized solely by advertising. The 
industry, and the country, would benefit, I believe, by a fair trial of paid TY. 
Such a trial would be in the tradition of our free system in which customers 
are free to choose in the open market. I would like to see our television audiences 
given the opportunity to cast their vote for or against paid TV. 


(Short recess taken.) 
Senator Pastore. Mr. Fellows, we are ready if you are. 
Mr. Fetiows. Fine, Senator. 


‘ 


STATEMENT OF HAROLD E. FELLOWS, PRESIDENT AND CHAIR- 
MAN OF THE BOARD, NATIONAL ASSOCIATION OF RADIO AND 
TELEVISION BROADCASTERS 


Mr. Fettows. My name is Harold E. Fellows. I am president and 
chairman of the board of directors of the National Association of 
Radio and Television Broadcasters, the business association of the 
broadcasting industry whose membership is composed of radio and 
television broadcasting licensees and networks. We have in the men- 
bership of the association 305 television stations. All of the three tele- 
vision networks are members of the association. 

I appear here today to present the opposition of the association 
to the utilization within the television broadcasting bands of a pay- 
as-you-see, or pay-to-see television system. I appear here pursuant 
to a resolution adopted April 12, 1955, by the association’s television 
board of directors, directing the management of the association to 
“appear and participate in all hearings and proceedings and take any 
and all necessary and proper steps to preserve unlimited public or 
tion within the television broadcast bands.” The complete text of the 
resolution is attached as an appendix. 

The National Association of Radio and Television Broadcasters is 
opposed to any form of pay television which, through the use of chan- 
nels allocated for free television, will jeopardize the right of the public 
to receive a full, free service. 

I appreciate the opportunity afforded to me today to present the 
association’s views on this subject for you have wisely, it seems to me, 
made available to both opponents and proponents of pay television the 
proper forum in which the decision should be made as to whether this 
new system should be authorized. 
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Obviously, I am not here today to suggest to the Congress that it 
has no authority to authorize this new system of communication. I 
am here, however, to urge, with all sincerity, that you, the elected rep- 
resentatives of the people, are the only ones who should make the 
judgment. 
' We hear a lot these days about “free” and “fee” (or subscription) 
television. These 2 words, “free” and “fee” sharply delineate the 
oulf between the 2 systems of communication. I shall not attempt 
to go into the legislative history which led to the present Communica- 
tions Act, other than to stress the fact that we firmly believe it quite 
clear that Congress founded our present broadeast regulatory system 
in the clear context of free reception of programs by American lis- 
teners and viewers. You, as well as I, know that our people own this 
great national asset, our airwaves, and that from the inception of 
broadcasting in this country, radio reception has been rendered free 
to the people. Moreover, this same principle has always applied to 
television. This has been done on a mutual basis, that is, the people 
have licensed stations to use their airwaves (by virtue of which many 
have made money and many have lost it), and in turn the industry has 
made available to the listeners and viewers, at no charge, the finest pro- 
graming fare of its kind in the world. This has been done in the 
traditional American pattern of free and open competition. We have 
succeeded or failed as in any other free enterprise—but never, either 
in success or failure, has ovr industry levied 1 cent of tribute from the 
American people to see or hear our broadcast performances. The 
only thing required of the American listener or viewer is that he own 
a recelving set. 


The point-to-point system of pay television now proposed is one 
which is RENT E opposed in concept to the present system of 


free broadcasting. The basic premise of the proposed system is that 
if the American public does not put a coin in its television set, it will 
receive no television. Its justification for this new concept is based 
on the fallacious promise that, through the revenues accruing to the 
system, the American public will receive a type of programing su- 
perior to that which it now receives free. 

Let me, at this juncture, make one point clear: Do not assume that 
if pay television is authorized and is successful, that the broadcasting 
industry, which I represent, will be standoffish. As businessmen, we 
would be foolish to turn our backs on a successful business venture. 
I make this point for the simple reason that I do not want you to be 
under the impression that I am here under false pretenses, for, if this 
system is authorized and should succeed, the free broadcaster, whether 
he desires to or not, will be forced to jump on the bandwagon. 

Mr. Cox. Is it your position that if subscription television were 
authorized and became successful for the stations which first initiated 
it, the entire industry would, to whatever extent might be permitted 
by the FCC, also offer subscription programing ? 

Mr. Fetiows. If pay television, Mr. Cox, it is our belief, became 
successful financially, it would do so at the expense of free television, 
very much in the manner of some of the testimony which has been 
given here today. It would quite quickly usurp the major attractions 
that are on the air, leavin very little for free television, and those 
already established in the television business—stations and networks— 
would be, as I said, forced to jump on the bandwagon, because they 
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would have to transfer their business activities to that point where 
there was a better opportunity to make a success of it economically. 

Mr. Cox. So this shift would not be occasioned by the mere fact 
that it would be more remunerative but because it was the only choice 
open to them. 

Mr. Fettows. Fundamentally it would be because it would be more 
remunerative, because if you bring it to that point there would be 
little chance to stay alive without the major talents and the big events 
that free television is now offering and which are beimg sponsored by 
advertisers. 

Senator Pasrore. And because you are not ready to commit eco- 
nonic suicide. Ske 

Mr. Frevxows. Yes; that is a very good way of putting it, Senator. 

Just what does this mean? It means simply this: That, in the 
overall, the members of the broadcasting industry will become an in- 
portant component of this new pay-television system and in this 
respect will derive financial sustenance from direct levy on the Ameri- 
can listener and viewer. No longer, however, will they be broad- 
casters, and no longer will they be fulfilling what we conceive to be 
their prime purpose, namely rendition, in the public-interest, of a free 
service, A paying minority of the public will be able to outbid—and 
thus deprive—the vast majority of the American public of those pro- 
grams which hitherto had been made available to all the people at 
no cost. 

If, therefore, this system is authorized, and even though it ulti- 
mately might financially benefit our industry, it would set up an w- 
fair and divisive force among the American people which I believe 


is completely incompatible with our traditional democratic system. 
Millions upon millions of Americans, because of their economic condi- 
tion, would be foreclosed from viewing. The eal fact which 


lies beneath this whole matter is that these people would literally be 
deprived from utilizing that which is legally theirs, namely, the 
air waves. 

Let me illustrate what Imean: It is estimated that some 65 million 
people recently watched the fine performance, Peter Pan. It did not 
cost them a cent. Let us examine this situation in the light of pay 
television. Commander McDonald, of Zenith, has stated: 

On subscription television, and with the same audience paying only 25 cents 

per set to watch the attraction at home, the box office would have amounted to 
$5 million for division among producers, distributors, and broadcasters. 
If we assume an outstanding program such as this as costing an ad- 
vertiser anywhere from $200,000 to $400,000, the buying potential of 
pay television is an amazing thing to envision. A free program of 
this caliber can be expected to have an audience of 40 to 60 million. 
This audience would view the program on an estimated 15 to 20 million 
sets. The owners of 400,000 sets under pay television, who would be 
willing to pay $1 per set for the privilege of viewing, could equal the 
entire cost of the production under free television, and thereby pre- 
clude the rest of the public from watching the show free. 

Mr. Cox. Wouldn’t sound business judgment require that if you 
were going to put on programs of this kind, which have the poten- 
tiality of pleasing a large portion of the public—require you to 80 
price it that you could get that maximum coverage and therefore 
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possibly make available to the public more shows of similar caliber at 
the 25-cent charge ? 

Mr. Fettows. In other words, follow the philosophy that the right 
price is that which brings in most. : ; 

Mr. Cox. You find the price that will be paid by that increasing 
number. 

Mr. Fetxows. If we start at a dollar which 400,000 people pay and 
we get up to 4 times that, or 1,600,000, which are paying 25 cents, we 
are still taking the same amount of money from the public pocket for 
something they are getting for free. 

Mr. Cox. The question I am asking is would this provision of means 
of raising revenue for broadcasting permit the presentation of 20 such 
shows in a year, rather than the 2 appearances of Peter Pan? 

Mr. Fettows. Yes; for 400,000 people at a dollar or for 1,600,000 
people at 25 cents, leaving the other 35 million people out in the cold. 

Mr. Cox. Well, is it your calculated judgment that not more than 
1,600,000 people would be willing to pay 25 cents for a production of 
the caliber of Peter Pan? 

Mr. Feitxows. The more people who are willing to pay, whether or 
not they can afford it, the more who do pay, the faster and the greater 
rapidity, the top shows, the top things that we are talking about, like 
Peter Pan, like these various events, will go to pay television and go 
away from free television, and the public is not going to get anything 
of any consequence for nothing, for free, as we know it. 

Mr. Cox. Now isn’t it true that not all of these large sums that are 
mentioned as box office—$5 million here for instance—would actually 
represent a net return to anyone? In other words, there are expenses 
incidental to the operation of a fee system. 

Mr. Fetxows. Certainly. The $5 million would have to be distrib- 
uted. Part of it goes to the program source. Part of it goes, as now, 
to the facility or station or combination of stations which are carrying 
it; and part of it, of course, must go to the organization which operates, 
installs, and from there on operates the so-called pay television system. 

Mr. Cox. That takes care of amortization of their equipment, collec- 
tion costs, administrative charges? 

Mr. Fetxows. Yes; the public has to finance this whole business in 
the first place, and then has to pay for it after it has financed it. 

Senator Pasrorr. Are you ready to admit that pay television could 
render a better quality of program than now, sir? 

Mr. Fe.tows. No, sir; I am not at all ready to admit that: 

Senator Pastore. What would be the alternative to you if such were 
the case—that you would either have to increase the quality of your 
show and compete against those who are charging for it, or you would 
have to go to pay-as-you-see yourself ¢ 

_Mr. Fetxows. I think you would have to go to pay-as-you-see by the 
time it got to the point where the major attractions had gone to pay-as- 
you-see, the top talent had been able to quadruple its income by moving 
over to pay TV and serving a small audience. 

Senator Pastore. What is your reaction, sir, to the argument that 
has been made here—and of course, all we are trying to do here is 
develop a record as I have said before—what is your reaction to the 
irgument made here that after all this is a specialized thing, and it is 
something that the public is not now getting and it would be some- 
thing in addition to what they are now receiving free, and would not 
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be an infringement upon free entertainment. What is your reaction 
to that ? 

Mr. Fexitows. We believe that it is a complete infringement, if jt 
is done over what we now term “free television facilities.” I say 
later if it were done by closed circuit, if it would be attempted in some- 
thing other than the broadcast band, over which we are now getting 
free television, we would not be here sir, because we would have no 
contention with that regard. If the great minority wants to be served, 
or if a small minority wants to be served, then there must be a way 
to serve 5 percent of them, but not at the expense of the other 95 per- 
cent. That is the basis of our argument, sir. If I may be permitted 
this intrusion, you made basically what to my mind was the essence of 
this whole project, or the whole dicussion. Is it in the public’s in- 
terest, in the public service? It either is or it-isn’t. In other words, 
it is either all good or all bad, and we believe it is all bad. 

Mr. Cox. Do you think that by a limitation as to the type of pro- 
graming to be offered, in terms of something for which the public 
is already accustomed to be paying, and in terms of limitation on the 
maximum hours that any station could be permitted to offer sub- 
scription programing, that you could reach a reasonable balance be- 
tween the two types of service? 

Mr. Fetxtows. Not within the structure of free television a¢ we 
know it, Mr. Cox. I do not believe that you can appeal, with pay 
television, to limited audiences and make it pay economically. | 
doubt that it is possible to do that. It is bound to be a pretty expen- 
sive proposition to get underway. I think it would be necessary to 
move into the fields of pretty popular entertainment, and I do not 
think that would work. I think because of the economies and the ne- 
cessity of getting the thing off the road and then attempting to get 
it as large as you can, that they are bound to move into the peak 
evening hours of 7 to 10 when the greatest portion of our population 
in this country is dependent upon free television for entertainment, 
information, and sometimes education in their own homes. There- 
fore, the encroachment, if I may term it that, is likely to be, and prob- 
ably will be, from the first, in such a place in the day’s programing 
that it makes the greatest infringement upon the free rights of the 
television viewer. Tt will take from him some facilities, some stations, 
some program service which he enjoys the most, at the time when he is 
best able to listen. So it constitutes a very deep infringement, in our 
opinion. 

Now we had the example of 400,000 sets. The owners of 1 million 
receiving sets, by paying the same figure of $1 each, could more than 
double the return to producers, distributors, and stations. Thus, they 
could very easily deny the opportunity to the owners of the other 35 
to 36 million sets of the privilege of watching such a production on a 
free basis. 

Thus, it is not difficult to understand why many promoters of 
sporting events, outstanding entertainers and producers of stage and 
screen shows are extolling the virtues of pay television. They are 
able to envision a bigger pot of gold at the end of the rainbow, realiz- 
ing that even if only a small percentage of the number of people who 
regularly watch an outstanding program paid for the privilege on 
pay television, the total gross receipts from the presentation would 
surpass by far the present cost to an advertiser. 
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The fact that somebody would stand to benefit monetarily should 
not be of any relevance whatsoever in one’s analysis of the pay televi- 
sion proposals. The sole criterion, I submit, is the interest of the 

blic. i 

"The interests of the public—and I am talking about all of the' 
public—cannot be benefited by a system requiring them to pay for 
programing at a “cashbox” in their home—programing which by the 
very economies of our system would be, for all practical purposes, the 
same as now comes to them free. 

At this point, I want to make it eminently clear that I am a deep 
and firm believer in the basic principles of free and open competition. 
If this system were being initiated on a wire-line system, we, of course, 
would not be here, because there would be no encroachment on broad- 
cast channels and there would be no necessity for this hearing. 

The proponents of pay television propose to utilize frequencies 
already allocated to a free broadcasting service and convert them to 
a point-to-point service. In so doing, they realize that the roadway 
and the vehicles are already there—the roadway being the public’s 
channels and the vehicle the public’s investment of over $15 billion 
in 387 million television receivers. They realize that by placing pay 
television on these channels, the free channels are partially or wholly 
blacked out, and the television receiver would no longer pick up a 
free program on these channels. The free highway would be con- 
verted to a toll road. 

As we have seen, the proponents of pay television are seeking the 
authority to use that portion of the spectrum already allocated to free 
television broadcasting for what in reality is a point-to-point service. 
The signal they propose to send is one that will be unintelligible on 
a normal television set, and one that will remain unintelligible—a 
hodgepodge of scrambled images and sound—until the owner of the 
set inserts his tribute in the coinbox (or has made some other arrange- 
ment for payment to the authorized individual to receive same). The 
sender of that signal agrees to unscramble the signal only for those 
who pay for that service. In the sense of payment for service, it is 
not unlike one’s payments to the telephone company. If you pay the 
telephone company at the end of the month for your local and long- 
distance telephone service, you may then use your telephone for the 
ensuing time period. 

Mr. Cox. Now, Mr. Fellows, you have several times used this con- 
cept of a point-to-point service. Isn’t the typical case of point-to- 
point service the microwave service of the telephone company, that is a 
beamed signal which goes from one fixed point to another? 

Mr. Fetiows. That is right. 

Mr. Cox. Now, in the subscription systems proposed, even though 
the signal may be capable of reception by less than the total number 
of sets in the area, nonetheless, it will be a signal which is broadcast 
in a very literal sense of the word, going out to large numbers of re- 
celving points ? 

Mr. Fettows. Making it available to those who will pay. The 
parallel, if there be a parallel, with regard to microwave service, is 
simply that that becomes the vehicle and again you can’t use it without 
paying for it, and the pay television use of a free television facility is, 
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I think in very much of the same concept of a point-to-point service, 
in that you have got to pay for it to get it through. 

Mr. Cox. It is the payment that is critical, not the lessening of the 
ability of reception ? ; 

Mr. Fetiows. That is quite fundamental, but there is a second angle 
on the point to point which I shall bring up shortly. 

Mr. Cox. All right. 

Mr. Fretxows. The service also is similar in some respects to a taxi. 
cab dispatching service. The message in the latter case is directed to 
and intended only for designated individuals. Pay television is di- 
rected to and intended for only designated individuals—namaly, 
those who will pay. Sti 

Nor is pay television dissimilar from radio communication in the 
industrial services. These services are utilized for traffic control, 
shipping instructions, inplant communications, pipeline operations, 
and a myriad of other functions. The messages transmitted on these 
frequencies are not directed to nor intended for each and every mem- 
ber of the public—nor is the message on pay television. 

These other services, however, all have their particular allocation of 
frequencies in the spectrum at places other than that reserved for 
broadcasting—an allocation made because of the public interest sur- 
rounding their operation. Pay television, like these other services, is 
nothing more nor less than a point-to-point communication service. 
Yet, pay television is seeking authority for its point-to-point operation 
in the broadcast band. I believe it is general knowledge that all the 
other radio services (safety and special services, industrial, and so 
forth) are expanding at a tremendous rate, and everybody concerned 
is looking around for additional usable space. 

To allow one point-to-point communication service to operate in 
the broadcast band undoubtedly would supply reason for others to seek 
frequency space in those bands. To allow the utilization of this point- 
to-point pay television service in the broadcast band would, therefore, 
create an unfortunate precedent for further attempted inroads into a 
band presently set aside for the public’s free enjoyment. 

This is a band the extent of whose ultimate utilization is impossible 
to predict. I realize that this committee is concerned with the problem 
of television, but I do not believe that we should ever overlook the 
fact that in the overall, they are “growing pains.” By so categorizing 
them I do not intend to underemphasize in the slightest the importance 
of this hearing, and the questions here propounded. Television, how- 
ever, is still in its infancy, and the extent of its ultimate growth under 
a free system of free reception is a matter on which I could not hazard 
a guess, 

I do know, though, that television is destined to expand. At the 
moment, commercial television may be regarded as no more than 10 
years old. At the comparable age in the life of radio (1932), there 
were 601 AM stations on the air. As of March 31, 1956, there were 
2,858 commercial AM stations on the air, and in addition, 536 con- 
mercial FM stations. In 1932—10 years after the inauguration of 
radio broadcasting—it would have been regarded as economic suicide 
to start a station where some two-thirds of them now operate. It 
was regarded as impossible for a small town to support a local station. 
And as we look back on those days, we realize now that even the most 
ardent dreamer never contemplated the magnitude of the commercial 
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radio broadcasting industry of today. Yet, today, small towns do 
support radio stations, and the reason, I believe, lies more than just in 
our continuously expanding economy. 

As a result, we now have more than three times the number of radie 
stations in the country that we had prior to World War II. 

I am firmly convinced that our economy and this dynamic business 
of broadcasting will result in a similar expansion of television. For 
that reason, if nothing more, we contend that a point-to-point system 
of pay television should not be allowed to encroach, and to establish 
a precedent for other encroachment, on the free broadcasting bands, 

Ihave noted before that pay television will without doubt engeider 
a divisive force among the American people. And I mean by that 
simply that the economically well-to-do will be enabled to control a 
public asset. Imagine an overwhelming majority of the American 
people approaching their television set, having to accept whatever 
free programing may be left after the flight to pay television. It 
is only commonsense to recognize the fact that the moneys accruing 
to pay television will, naturally, siphon off the talent, programs, au- 
thors, and producers who have hitherto been available with our present 
free system of broadcasting. Perhaps such a situation might be 
deemed proper and merely symptomatic of changing business condi- 
tions. Perhaps the situation might be likened to the fact that any- 
one can take in a Broadway show if he has $4.40. But how many 
of our citizenry, relatively, ever pay $4.40 for a show, or for that 
matter, $3 or $2% We all know that the proportion of the American 

eople who can afford this kind of entertainment is meager. However, 

t ae say that this is a pattern that American economic life has 
followed since its inception, namely: If you can make the money, 
well and good; if you cannot make it, pn simply cannot enjoy the 
things that your next-door neighbor, who can make it, does. 

There is a vast difference, however, between this economic pattern 
of American life and that which would result from the proposals of 
the pay television proponents. In the former, the Government has 
only a passive interest, but in the latter, the Government, if pay tele- 
vision were authorized, would be responsible for the taking of the 
public’s air waves, and regulation of their utilization for the private 
entertainment of a privileged few. 

In this connection, various polls conducted by newspapers on the 
question of whether or not the public desires pay television are highly 
illuminating. The published results of these surveys show, for ex- 
ample, that, according to the Minneapolis Star and Tribune, 72 percent 
of those polled opposed pay television. The New York Herald Trib- 
une’s poll showed 76 percent in opposition, while the Houston Post 
poll showed 88 percent against pay television. The El Paso Herald- 

ost showed 94 percent opposition, and the Cincinnati Post, 98 per- 
cent. The Knoxville News-Sentinel hit a high of 99 percent. 

Pe Cox. Do you know in what form the questions answered were 
ated ? 

Mr. Fettows. I do not exactly know. The results are available and 


we would be very glad to furnish them to the committee, Mr. Cox. We 
will do so.* 


‘The moterials referred to were furnished by Mr. Fellows at a later date and inserted 
in the record on June 11, 1956. As directed at that time (in the volume on “Network 
practices”) they are set forth at the conclusion of Mr. Fellows’ testimony, at p. 1273. 





1270 TELEVISION INQUIRY 


Free television brings to the American viewing public the world 
series; it brings great Shakespearean drama, musicals, symphonies; jt 
brings the world’s most outstanding performers into the American 
home. Its record of achievement in a decade is, I believe, unmatched 
by any other industry. Television will continue to bring the best in 
entertainment to the American people and, at the same time, provide 
the educational, informational, and cultural programs for which it js 
famous. New horizons in ee will be reached. Indeed, it 
would be illogical to assume otherwise because television today is in 
its infancy. 

Programing material which today may be unavailable to free tele. 
vision will be available tomorrow, if free television is allowed to con- 
tinue its present expansion and serve the interests of the public, 
Obviously, the public will be the beneficiaries—I am convinced that 
that same public will be the losers if pay television is authorized, for 
under such an authorization I firmly believe that the sources of pro- 
graming for free television will quickly wither. Under pay television, 
I am convinced, there will be no more free world series, dramas, musi- 
cals, and so forth—and the only loser will be the public. 

I have spoken at length as a representative of the television industry. 
We have attempted to demonstrate to you that despite the financial 
gain which might accrue to us under pay television, we wish no part 
of it within the free television bands. Let me, however, quote a 
spokesman. A Florida woman viewer, who in writing to the Federal 


mmunications Commission to protest pay television, spoke, I think, 
for America when she said: 


I am writing to strongly protest the idea of having to pay io see television. 
It simply means that the poor man will be forced off the air entirely, and I am 
very sure that if all the people really had an opportunity to express their feelings 
there would be no doubt of the ontcome. As it now stands hordes of people 
to whom nioney is no object claim they have already won at the ratio of 6 to 1. 
Now I submit that your Commission is fully aware that if the entire voice of 
the people could be heard, the result would be reversed in favor of free air; 
as if it were not enough to have to pay out hundreds of dollars for a set, without 
having to be forced to pay extra millions into the coffers of the al eady well to do. 
Again I say you are well aware that the poor owners of television sets are 
strictly against any plan of foreed payments for the privilege of viewing tele 
vision. These poor people will be forced to sell their sets at a loss to them as 
they will all stand firm in refusing to allow their sets to be converted to slot 
machines, 

Thanking you for your cooperation in the matter, I am, 

Very truly yours. 


Thank you, sir. 

Senator Pasrore. Mr, Fellows, thank you very much. I asked you 
questions during the time you were reading. I have no further 
questions. 

Mr. Cox. I have just a couple. You stated, Mr. Fellows, that in 
your view television was expanding and, you thought, would continue 
to expand. 

Mr. Fe.iows. Yes, sir. } 

Mr. Cox. Now this is true, certainly, in the terms of revenues bein 
received, their share of the advertising budgets, andsoon. It is equal- 
ly true, is it not, that that is not clearly the picture as far as the de 
velopment of additional stations is concerned ? 

Mr. Fettows. Well, certainly not for the time being, Mr. Cox, | 
think we should take into account the fact that you folks, your com- 
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mittee, and the Commission are both engaged in attempting to solve 
ihe big problem of VHF-UHF. I think they are going pretty exhaus- 
tively into the whole thing. And I think we should remember that 
something like only 10 percent of our Nation is not served with at 
jeast one good signal, and this is only after 10 years of engineering 
and development and the other things that bring this about. 

Now that development is likely to come rapidly, both with regard 
to VHF and UHF, once you come out of these present hearings and 
investigations. And I think it is not unbecoming to remind you that 
Ampex film was introduced just 10 days ago, which completely revo- 
jutionizes the small-market problem. Also, not too long ago one of 
the big electric companies announced a $50,000 packaged transmitter— 
that you could go into the television business for $50,000. These things 
can happen overnight and I don’t believe that we should discuss or, 
rather, contemplate the breaking up of an allocation system utilizing 
any facilities which were originally allocated for free television, by 
abruptly putting them into something else, until there has been an 
opportunity to find out how much further television can go under the 
present system. : 

Mr. Cox. Are you familiar with the study that was made by Dr. 
Sidney Alexander for CBS? 

Mr. Fe.iows. No; I am not, sir. 

Mr. Cox. There has been testimony about it. He came to the con- 
clusion that even if all of the channels allocated were VHF, so that 
you did not have the compatibility problem—the converter problem— 
advertising support at the present time would be sufficient, in his 
view, to maintain something like 588 stations in 217 markets. 

Mr. Fexxows. In the first place, I personally doubt, and it is the 
opinion of many broadcasters, that you can’t do it all with VHF. 
That there has to be UHF to have a nationwide, coast-to-coast, free 
competitive system. I imagine that I am not as much of an authority 
as the good doctor, but I believe, and am on record as stating so 
publicly, that it is quite possible that there would be at least a thou- 
sand television stations in this country in the next 5 years. That is 
what I believe. I believe that the development is going to be such 
that television will move successfully in its present form into much 
smaller markets than it has been able to do at the present time. I 
believe that the manufacturing interests are going faster and more 
and more toward the business of an all-purpose set which will take 
both UHF and VHF. I believe we are closer to some of these solu- 
tions than we may seem to have been. Because I know the extent to 
which the Commission is working on it, and perhaps you have noticed, 
or did not notice, that the Chairman of the Commission, in his speech 
at the convention, asked for a pretty thorough survey with regard 
to the UHF survey—asked that people get "behind seeing if they 
couldn’t get the solution to it, and come out with how we could utilize 
UHF throughout the country. 

I think it is inevitable that the smaller markets are going to get 
television, I cannot say how quickly, because we have been at it about 
9 years at the present time, and we already have service up to within 
10 percent of the population. And with American science, as we 
know it, it won’t be too long before anybody in the country—whether 
he be in a small cabin in the Rockies, or 500 miles from Phoenix, Ariz. 
on a ranch—will have a television set in his home on a free basis, if 
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that idea is not intruded on by the business of people having ay 
opportunity to pay for it. 

Mr. Cox. You indicated these newspaper surveys show an over. 
whelming resistance to pay-as-you-see television. If this truly rep. 
resents the attitude of the public, what is there to fear, as far as free 
television is concerned, from the introduction of such a system? How 
can you persuade the 99 percent of the people in Houston who are 
opposed to it to spend money—first of all to buy a decoder, and, sec. 
ond, to pay for programs—if they seem at this stage to feel that that 
is against their interest ? 

Mr. Fetiows. I think if I were the average citizen my decision to 
do that would depend entirely on what I was told I would get if] 
did it. If I were told I was going to get the world series and heavens 
knows how many other great productions; if I had set myself up for 
$40 or $50 in order to be able to put a quarter or a half-dollar in the 
slot, I think that would interest me, particularly if I didn’t find myself 
strapped or starving, or anything like that, and I think I might very 
well succumb to the business of putting money in a coinbox. 

Mr. Cox. Then you think that these people have not been advised 
as to the kind of programing that the proponents of subscription tele- 
vision at least claim they would furnish ? 

Mr. Fettows. Thatisright. I think it is very debatable whetler or 
not pay television would start out and propose programs specifically. 
I think there has been a great amount of generality in all of the pro- 
posals that they have made. 

Mr. Cox. Well, they would have to become reasonably specific in 
order to induce people to part with any money. 

Mr. Fettows. Yes. For some people they wouldn't have to be 
very specific. I think if the question were asked whether you wanted 
television free or to have to pay for it you would get a pretty pointed 
answer. 

Mr. Cox. In that form, yes. 

Mr. Fettows. And I think if you were a Congressman running for 
reelection, and you had to take the position of whether you stood for 
free television or pay television, that broadly, you wouldn’t have a 
hard time deciding which you would say without any more explanation 
than we have had up to this point. 

Senator Pastorr. Do you want this resolution included in the record, 
Mr. Fellows? 

Mr. Fetiows. Yes. 

Senator Pastore. It will be included in the record. 

(The resolution is as follows :) 


RESOLUTION OF THE TELEVISION BOARD OF THE NATIONAL ASSOCIATION OF RADIO 
AND TELEVISION BROADCASTERS 


(Adopted April 12, 1955) 


Whereas, FCC Public Notice Docket No. 11279 invited comments with regard 
to the petitions on behalf of certain subscription of pay-as-you-see television 
proponents seeking the establishment of rules and standards for the introduction 
of a service limited to subscription or pay-as-you-see within the television broad- 
cast bands; and 

Whereas the television broadcast bands and channels therein are presently 
allocated and assigned exclusively for unlimited television broadcast; and 
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Whereas the American public (including the owners of 34 million television 
sets) is not now subject to governmental or private assessment for television 
reception within the television broadcast bands ; and 

Whereas the ability of the present system of free television to bring the 
finest in diversified programing, including news, public events, and entertainment 
to all of the public is hereby reaffirmed ; and i 

Whereas is is our belief that the legislative history of its enabling legislation 
does not clearly extend to the Federal Communications Commission the authority 
and guidance sufficient to allocate or assign any portion of the television broad- 
cast bands to the limited purpose sought by the proponents ; and 

Whereas the proposal as made, if adopted, would necessarily diminish and 
encumber unlimited free reception by the public in order to provide this limited 
use; and 

Whereas subscription television could be provided by other means without 
detriment to unlimited public reception of the present system of free television: 
Therefore be it 

Resolved, That the proposals as made are opposed as contrary to the public in- 
terest; and further 

Resolved, That the management of the NARTB record by appropriate com- 
ments this resolution, appear and participate in all hearings and proceedings 
and take any and all necessary and proper steps to preserve unlimited public 
reception within the television broadcast bands. 


(The materials furnished later by Mr. Fellows (see p. 1269 above) 
are as follows:) 


NATIONAL ASSOCIATION OF RADIO AND TELEVISION BROADCASTERS, 
Washington, D. C., May 16, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


Deak SENATOR MAGNUSON: During testimony by Harold E. Fellows before your 
committee in opposition to pay television, he referenced various newspaper-con- 
ducted polls on the question of pay television. At that time, Mr. Cox requested 
that the committee be supplied with these polls. 

I am including, herewith, the newspapers’ stories as they appeared in the 
Minneapolis Star and Tribune, Houston Post, Cincinnati Post, and Knoxville 
News-Sentinel. Our copy cf the El Paso Herald Post story has been misplaced, 
and although we have attempted diligently to obtain another copy, we have been 
unable to do so as yet. As soon as we do obtain a copy from that paper, we will 
supply it to the committee. 

Also, in order to complete the record of these proceedings, there is enclosed a 
copy of a letter from Mr. Fred Houwink, general manager, station WMAL-TV, 
Washington, D. C., to the Chairman of the Federal Communications Commission, 
reporting on his observations on the experimental Zenith phonevision system for 
pay television conducted by WMAL—TV during the period May 25, 1955, through 
June 24, 1955. This letter was mentioned during the course of the hearing before 
the committee, but was not produced for the record. In order that it be available 
to the committee, the enclosed document, which is in the files of the FCC, is re- 
spectfully submitted. 

Sincerely, 
Vincent T. WASILEWSKEI, 


SEPTEMBER 9, 1955. 
Hon. Grorce C. McConNAUGHEY, 
Chairman, Federal Communications Commission, 
Washington, D. C. 

Dear Str: Your records reflect the fact that the Evening Star Broadcasting Co 
recently made nonstandard television transmissions that employed the Zenith 
Radio Corp. phonevision system. These transmissions were made during the 
period May 25 through June 24, 1955, in accordance with the special temporary 
authority granted to us in your telegram dated May 18, 1955. 

It is the purpose of this letter to give you our observations on these transmis- 
sions. These are presented as an explanation of our objectives in making these 
transmissions and as our conclusions reached after their completion. 
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The Evening Star Broadcasting Co. petitioned you for this special grant ang 
undertook these nonstandard television transmissions for four reasons: 

1. We wished to give the Federal Communications Commission, and jp. 
terested Members of Congress an opportunity to view a typical “fee Ty» 
coded and decoded signal in the convenience of their own homes. We fei; 
this to be particularly desirable because certain members of the Commissio, 
and of the Congress either had not had an opportunity to witness the pre. 
vious experimental transmissions of this type or had not previously had thie 
special interest in such television signals that they do today. 

2. We wished to give the developers of coding and decoding apparatus such 
as that used in fee TV an opportunity to demonstrate such a system here 
in Washington. We made transmissions of the phonevision system becayse 
the Zenith Radio Corp. asked our cooperation in making such transmission, 
because Zenith provided certain apparatus essential for such transmissions 
and because we felt that the phonevision signal is typical of those utilized 
in fee TV systems. 

3. We wished to give the broadcasting industry an opportunity to observe 
typical fee TV transmissions when the National Association of Radio and 
Television Broadcasters convened in Washington during the last week oj 
May 1955. 

4. We wanted to determine at firsthand what our own course should be 
with regard to fee TV. This company’s television station, WMAL-TYV, needs 
more high quality programing. This condition prevails because our network 
affiliate, the American Broadcasting Co., does not provide as many hours of 
network service as do its competitive television networks, Columbia and Na- 
tional. Asa result, fee TV appeared to offer possibilities for acquisition of 
additional programs at a profit as opposed to our own provision of pregrams 
at considerable expense. 

It is our sincere hope that our experimental transmissions have been of assist- 
ance to you and Members of Congress, to the developers of fee TV systems and to 
the broadcasting industry. We have found that they were of considerable bene- 
fit to us in clarifying our own views on fee TV. 

After careful consideration, we have concluded that fee TV is completely 
incompatible with the operation of a regular broadcasting station. We have taken 
adequate time to reach this conclusion. We have waited out the storm of claims 
and counterclaims that broke during our experimental transmissions. 

Our conclusion that fee TV is incompatible within regular broadcasting station 
operation is not based upon technical nor economical grounds, but upon philo- 
sophical and ethical grounds: 

1. Both the theoretical and the practical technical problems of fee TV are 
either already solved or clearly solvable. 

2. There do not_appear to be any economical barriers to fee TV, either 
from the standpoint of the equipment, of the program distributor or of the 
transmitting station. In fact, the transmitting station stands to make more 
money than could be made by regular broadcasting. The only requirement 
for fee TV transmission is a television transmitter. There is no need for 
studios or other local station program sources. This condition would create 
opportunities for large economies and resultant increased profit. 

8. Regular television broadcasting stations cannot intermingle fee TV in 
their present programing because this would create a conflict of purpose 
that would make it impossible to operate equitably in the public interest, 
convenience, and necessity. 

It would be impossible for us, as a station, to operate in the public interest, 
convenience, and necessity, as between regular broadcasting and fee TV, even 
if our income from time sales were the same per hour for both types of trans- 
mission. This is so because our acceptance of a fee TV program would deny 
service to those people who either did not have a decoding device or could not 
afford the fee. We could not restore this preempted service at acceptable 
times of the day. , 

Our difficulties with fee TV would increase enormously when fee TV outbids 
others for our airtime. It is clear that this condition would develop quickly. 
There are approximately 750,000 television receivers in the Washington area. 
A good fee TV program would capture at least one-third of this audience 
and ring up a gate of from $125,000 at 50 cents per home to as much a 
$500,000 at $2 per home. The fee TV distributor could easily outbid all others 
for station time, even after paying handsome royalties to the program pro- 
ducer and after retaining an adequate margin for himself. The rates charged 
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py the Evening Star Broadcasting Co. for prime evening time are a matter 
of published record : 


WMAL-TV rate card—7 :30 to 10:30 p. m. 
Rate for 
Class of service : 
Local retail 
National spot 
Network 


A fee TV distributor would be able to pay many times these rates, and 
still make huge profits. In fact, fee TV’s potential profits are so enormous 
that fee TV could outbid present sponsors for both time and programs. We, 
as a station, would be unable to resist the economic and competitive pres- 
sure that would be brought to bear under such circumstances. We would 
have no choice but to accept a substantial volume of fee TV programing. This 
could hardly be considered as operating in the public interest, convenience, 
and necessity. 

Our conclusions are predicated upon the assumption that fee TV would be 
intermingled with our regular broadcasting on our assigned channel 7. These 
conclusions would not prevail if we were assigned an additional channel for fee 
TV transmissions. 

We consider it a privilege to have been permitted to make these experimental 
television transmissions in your behalf. We shall be available for your questions 
if there is any particular in which you desire additional information. 

Yours very truly, 

F. 8. Houwinxk, General Manager. 


{Minneapolis Star and Tribune, June 19, 1955] 


THROUGHOUT MINNESOTA—MAJoRITY OpposeD To Tort TV 


People throughout Minnesota who have television sets in their homes are 
opposed to subscription or toll TV in the United States in more than 7 out of 
every 10 cases. 

A Minnesota poll study of TV householders in cities and towns and on farms 
throughout the State shows strong opposition to the pay-as-you-see proposal. 

The Federal Communications Commission is considering the requests of several 
firms for authority to establish toll television. The idea has created a major 
furor in the television industry, and the FCC has been receiving large amounts 
of mail from the public on the subject. 

In Minnesota homes with TV sets, poll interviewers asked this question: 

“Several companies want to start subscription, or pay-as-you-see, television in 
the United States. ‘They think many people would pay 50 cents or a dollar to 
see a new movie, a play, a big sports event, or some other type of attraction on 
their TV sets at home. Those who did not pay would not be able to see that 
particular event on their sets. 

“Are you in favor of some sort of subscription TV system in the United States, 
or are you against it?” 

The answers: 


[Percent] 


All adults | City people |Town people | Farm people 


00 


These are the explanations people give for their stands: 

In favor: “I’d be willing to pay for better programs; that’s the only way pro- 
grams will improve; I’m tired of old movies; that would be cheaper than at- 
tending the events in person—we wouldn’t have to pay babysitters, for example.” 

Against : “The initial cost and upkeep of the TV set are expensive, and it’s un- 
fair to buy a set and then have to pay to see programs on it; I’m satisfied with 
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present program selections; we couldn’t afford subscription TV; I’d rather gp 
to the event in person if I had to pay; the present method is fine—I’m willing to 
look at commercials ; that plan would lead to further controls.” 

Ranged against the 30 percent of the college-educated Minnesotans who fayor 


subscription TV are 61 percent who oppose it and 9 percent who give other answers 
or are undecided. 


The toll TV idea has a little more appeal to younger adults than it does to older 
people, but in all age groups the opponents far outnumber the proponents. 


{Houston Post, June 11, 1956] 


Sounp-Orr—Post READERS ExPRESS THEMSELVES VIVIDLY ON FREE-OR-FEE TY 
QUESTION 


(The Post recently polled its readers on the free TV or subscription TV ques. 
tion. Many sent in letters with their votes. Sound-Off today devotes its space 
to a few of those letters :) 


THERE’S NOT GOING TO BE A JUKE BOX IN THE HOWELL HOUSE 


To the Houston Post: 


* * * T would like to say to you, as I have said to the FCC in Washington, 
that no one is going to make a jukebox out of the TV in my home. * * * 


L. D. HowE 1, Baytown. 


PAY TV WOULD BE BLOW TO OLD FOLKS, SAYS EMMA COPPINGER . 


To the Houston Post: 
Pay TV programs would deprive thousands of old people (mostly pensioners) 
of the pleasure they get from TV, as they could not afford to pay for TV pro- 


grams. Let those who can afford to pay have their special programs if they wish 
and pay for them. 


Emma J. Copprncer, Pearland. 


EARL D. KRANNIG MAKES AN OFFER 
To the Houston Post: 


If we do get subscription TV you can have my set. Couldn’t sellit. There will 
be no market. 
Ear D. Krannie, Houston. 


ADVERTISING DOESN’T BOTHER MRS. TENBERG 


To the Houston Post: 
* * * It would turn me back to radio, which I still enjoy during the daytime. 
Advertising does not especially bother me. In fact, I’ve learned of many good 
products by it. Have you ever noticed how children enjoy the TV commercials? 
My niece, at 21%4 years of age, could pick the coffee brands off the shelf and parrot 
the commercial, * * * 
Mrs. B. E. TENBERG. 


MRS. HAINES 0. K.’S PAY SYSTEM BUT WITH DIFFERENT CHANNELS 


To the Houston Post: 


I feel it is all right to have pay TV if the pay system uses their own channels, 
but would not like them to use regular network channels and then leave the 
public nothing at all to watch free. 


Mrs. Harry HAINEs. 


MR. VANECEK ASKS SOME QUESTIONS ABOUT PAY TV 


To the Houston Post: 
* * * How would they fix the TV’s now owned? * * * It would be a lot of 
trouble to do this * * *. 
Who would get the money from this? 
MicHAEt T. VANECEK, Pasadena. 
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MR. WILLIAMS ADVOCATES A COMBINATION SYSTEM 


To the Houston Post: 


* * * J have often thought that it would be nice to have closed-circuit T'V if 
it were to offer high-quality programs. I would like to see the Metropolitan Opera 
and other musical and dramatic shows. It would be very nice and worth a sub- 
stantial fee to be able to see a Broadway play or to see an Alley Theater play (or 
one from another of our local houses). I would even be willing to pay a small 
price to see a first-run movie. It would have to be borne in mind in setting 
the fee on first-run movies that the TV performance would not have a wide screen 
and (for the present at least) would not be in color. 

I would like to add that I would not under any circumstances favor the doing 
away with the free commercial TV. This is not because I like to see the com- 
mercials but because there are many programs which we like to watch occasion- 
ally for relaxation, but which we could not afford to pay to see * * *, 


E. R. Wiiuiams, Jr., Houston. 


IT’S ALREADY PAY TV, CONTENDS MRS. SAWYER 


To the Houston Post: 


In regards to the pay-as-you-see TV, why the people already pay to see TV 
+** the set * * * the expense of keeping it up and so on * * *. 


Mrs. Louise Sawyer, Glenflora. 


YOU CAN PUT THE SCOTT FAMILY DOWN AS VOTING “NO” 


To the Houston Post: 


My family and I are very much against subscription TV. My 3-year-old 
brother has been sick most of his life and Mom and Dad very seldom ever get to 
go anywhere and TV is about the only way they have of getting any entertain- 
ment. So, I feel that subscription TV is very unfair * * *. 


Myrna JEANETTE Scott, Huffman. 


THE RUSSELLS EXPLAIN THE SITUATION QUITE CLEARLY 


To the Houston Post: 


Please don’t change TV. For if you do I will have to let my set go back, as I 


don’t make enough salary to meet the notes on the set and pay to see it, 
too * * *, 


NAOMI AND JESSIE RUSSELL, Humble. 


PAY-AS-YOU-GO TV WOULD SAVE MR, LEE MONEY 
To the Houston Post: 


I do not own a TV at the present time but plan to do so in the near future 
as it is very enjoyable for the home. 


If they start pay-as-you-go TV, then they will save me money, because I will 
not buy one but will stick with radio. 


JoHN C. Lee. 
EVERYTHING’S BACKWARD, COMPLAINS MR. KILLI 
To the Houston Post: 


Pay for watching TV? I’ve been misinformed. I thought we were going to 
be paid for watching almost any of them. So few are worth a person’s time, let 
alone their money. 


ALBERT Kirur, Houston. 


IT WOULD COST TO TURN IT OFF, MR. RUST LAMENTS 


To the Houston Post: 


I'm strictly against pay TV, because if you have pay TV and deposit your 
money for a show, you might not like it and then to turn it off your money would 
be thrown away * * * 


R. A. Rust. 
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MRS. ABSHIER DOESN’T BELIEVE IT’D HELP QUALITY 


To the Houston Post: 


* * * I don’t believe pay TV would make much difference in the quality o¢ 
TV fare * * * 


PATRICIA ABSHIER, 


THE POYES FIND THE COMMERCIALS EDUCATIONAL 
To the Houston Post: 


* * * We have no objections to commercials—we learn much from them * * + 
Mr. and Mrs. CHARLIE PoYE AND FaMILy, Hemphill, 


MRS. WHITESIDE, A MOVIE FAN, CONSIDERS AND RECONSIDERS 


To the Houston Post: 


Being an avid movie fan, I was quick to mark “yes” in agreeing to pay for 
first-run films on TV, but after further thought I know this isn’t true. The 
theater screen size, color, and sound are such today that TV cannot compete 
with us, on movies * * * We want to pay for things we have no other means of 
seeing: sports, theater, opera. 


Mrs. G. C. WHITESIDE. 
COMMERCIALS BECOMING MORE OBNOXIOUS, BRIGGSES SAY 


To the Houston Post: 


We believe the combination as we know it and subscription TV should be 
given a trial. Some, or I should say many, commercials have become (and are 
becoming more so) downright obnoxious and nauseating to say the least * * * 


Mr. and Mrs. A. O. Brirees AND Rosse, 
Highlands. 
OUTRAGEOUS, MONEY-MAD, PROTESTS MRS. BENNETT 
To the Houston Post: 


This scheme of paying for your own television is the most outrageous, money- 
mad stunt I have ever heard of * * * 


Mrs. R. P. Bennett, Bellaire. 


RECEPTION IS AWFUL AT NAVASOTA, SAYS MR. IVEY 


To the Houston Post: 


I want to state that the reception on TV received here at Navasota, Tex., from 
4 to 9 p. m., is something awful * * * I still like my radio, and I may discard 
the TY and stay with the radio * * * 


J.T. Ivey, Navasota. 


MR. EVANS NEVER HEARD OF ANYTHING 80 RIDICULOUS 


To the Houston Post: 


* * * pay television * * * I have never heard of anything so ridiculous in 
my life! 


Jerry Evans, Houston. 


MRS. MARSH OF PASADENA WILL GO TO THE MOVIES 


To the Houston Post: 
When it comes to paying to watch my own TV, I’ll junk it and go to the movies. 
Mrs. Ropert F’. Marsu, Pasadena. 


Some Wovutp Pay WELI—Pvustic Vores 856 To 115 Aaarnst Fee TV Procraus 


Eleven hundred people in Houston and neighboring towns and cities have 
expressed their opinions on the subject of subscription TV. 
The consensus is a resounding “No” to the question, “Would you prefer 4 


combination of TV as we now know it and subscription TV which would offer 
attractions now unavailable?’ 





TELEVISION INQUIRY 1279 


Of 1,092 questionnaires received in the Post’s informal survey (a few arrived 
after the answers were tabulated and were not processed), 856 said “No” to 
this question, 115 said “Yes.” Apparently indifferent to the whole subject were 
121 individuals who, nevertheless, wanted to say a few words about TV in 
general if not about subscription TV in particular. ; 

This indicates that Post subscribers are against subscription TV by abott 
75 to 1. Those opposing subscription TV watch television an average of 32 
hours a week. Those in favor of it watch an average of 28 hours a week. Those 
who can take it or leave it watch a little less—23 hours. 

One of the most interesting developments of the poll was an indication that 
those in favor of subscription TV generally are willing to pay well for it. While 
41 respondents in favor of pay TV did not indicate how much they would be 
willing to spend a week, only 9 of the 74 who did make an estimate set the figure 
at less than $1 and 32 of them were willing to pay from $2.50 to $10 a week for 
TV shows in their homes. 

As for the types of shows the prosubscription TV fans want to see for pay, 
first-run movies lead the pack. Eighty of them said they would pay to see such 
films. Next came dramatic productions, with 61, then sports, with 55, and last, 
opera with 37. 

More than half of those in favor of subscription TV said they would not be 
willing to pay for attractions now available on TV minus the commercials. 


{The Cincinnati Post, July 6, 1955] 


Mary Woop’s Views on TV AND Rapro—2,132 Post Reapers Against Pay TV; 
68 For 


Judging from the latest tabulation of the votes on pay-as-you-see TV¥—yes or 
no—Greater Cincinnati viewers are overwhelmingly against “buy” television 

rograms. 

: The results were: against pay TV, 2,132; for, 68. 

Here are a few quotes from some letters which accompanied many of the 
ballots : 

From Wilbur G. Kellis: “This is a brainstorm that someone thought up to 
make life just a little more miserable for the low-income class. We are taxed 
to death now. Why more? I have $450 invested in my TV Set already. I think 
it is time the public fought back.” 

From Mrs. J. B.; “I think it is awful that they want to make us pay to see TV 
after we paid good money for our sets. What will they think of next?” 

From Mrs. G. Jones: ‘‘Here’s hoping we never have pay TV.” 

From Mrs. Ralph Grogg: “If pay TV comes we'll turn our TV set to the wall 
and go back to the good old radio, which has never asked us to put in a coin to 
hear.” 

From Tony Fries: “I am 15 years old, and I haven’t the money to pay to see 
TV program. It would be a shame to deprive children and poor people of their 
only enjoyment.” 

From Verna M. Van Ness: “What will happen to the many retired folk who 
have managed to get a TV set and whose income does not keep growing as 
prices do?” 

From Mrs. L. B. Shaw: “No, I don’t want pay TV. When I have to pay to 
see something, I want to go some place. I stay at home enough the way it is. 
The only time I get to go out is when I go to the movies, and if pay TV comes 
out ’ll have to sit at home, along with a million other housewives.” 

From Ida M. Hrb: “It seems a shame that the public has never had a voice 
in the deciding factor ‘to pay or not to pay to see TV.’ If it goes to the affirma- 
tive, soon all the good shows will be on the pay list instead of free, as they are 
now. 

“Mary, I remember when TV was a new-born baby, and many a time I read in 
your column that TV was the best thing since running water and how you wished 
everyone had a set. I could hardly wait to get one, and I’m so glad we did, 
‘way back in 1950. It is a source of constant joy to me. * * * What a shame if 
we had to pay to see our favorite programs. And what about the poor (and 
there are thousands and thousands of us) who could not afford to pay? Would 
their sets just sit there dark, or would there be junk to see? 

“Let’s keep TV free and all of us help to make it better.” 
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From John Meyer: “I think the idea of pay TV is one of the most selfish out. 
rages ever heard of. What money-mad monopolist is trying to put it over? The 
next move will be to charge the public for the air they breathe.” 

From Mrs. B. D. B.: “A few weeks ago, when I saw the See It Now program 
on pay-TV, I wanted to write you my opinion but I heard we wouldn't have 
too much to say about it. I have my TV set on for about 12 hours a day, put 
I think the average home would have a lot less TV if the pay system should 
come into being. If it were uptome. I would keep it just as it is.” 

From C. E. Hathaway: “If these private industry thieves get control of Ty 
and I have to pay°to watch my own set, you’ll hear a war whoop from me, 
What robbery. Even Jesse James wasn’t that bad.” 

From James D. Johnson: “The very idea of pay-as-you-see television violates 
the American concept of freedom to look and listen. If we allow this monster 
to get a beachhead on the free airways, it will degrade or even destroy our 
present system by outbidding our advertisers who have given us high standards 
of entertainment, information, religion, and cultural programs for many years 
without charge. 

“On the surface it might appear harmless, but within a year or two it would 
have such a stronghold on the American purse that we would be paying exorbitant 
fees and could do absolutely nothing about it.” 


[Knoxville News-Sentinel] 
814 or 820 Assart Tort TV as UNJUST 


OVERWHELMING PROTESTS LABEL SLOT-MACHINE PAYMENTS AS TOO COSTLY AND 
MONOPOLISTIC ‘ 


The idea of slot-machine payment for premium television programs (toll TV) 
has been assailed overwhelmingly by News-Sentinel readers who wrote their 
opinions on free TV versus toll TV. 

Of 820 comments, 814 scored toll TV as too costly, un-American, smacking of 
business monopoly or ruinous to TV set manufacturers. 

“If toll TV is passed, I think my 21-inch Zenith will make a good hen nest,” 
wrote one irate viewer. (Zenith Radio Corp. and Teco Inc. petitioned the Fed- 
eral Communications Commission last February for approval to operate pay-to- 
see television. ) 

ANOTHER JUICY PLUM 


Said a toll-TV opponent at Pressmen’s Home: “Is this another juicy plum the 
present administration is trying to throw to its friends, Big Business? * * * I 
do not object to commercials, I find some educational.” 

Toll TV’s advocates say its special programs would take away annoying com- 
mercials and offer such telecasts as Broadway plays, opera and more cultural 
events not ordinarily afforded TV viewers. 

“As for commercials,” says a woman opponent, “we rather like them and the 
children love them. My little girl will watch commercials when she won't look 
ata program * * * The companies can afford the commercials but we sure can't 
(afford) the toll. We have a free country; let’s keep it that way.” 


SEES SALES DECLINE 


Volume sales of TV sets would be damaged by toll TV, says one man, and 
it would indirectly hurt TV manufacturers. 

“There wouldn't be nearly as many people buying TV sets if they knew they 
would have to pay extra to see the programs. Also, if the volume sales of TV 
sets were reduced over the country, that would mean more unemployed people 
* * * laid off from the TV manufacturing plants, TV service shops and TV sales 
stores.” 

The added cost is a frequent reason cited for opposition to toll TV. “I have 
a large family and cannot afford to pay tolls,” says a Heiskell housewife. 

“I bought a TV set I could ill afford, to give my children entertainment at home, 
to keep them off the streets * * * If Iam asked to pay a toll, I can soon junk it, 
because TV repairs are costly enough. 
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“T’LL PLAY CHECKERS, FIRST 


“I want my children to have entertainment at home,” she continues, “but I 
won't pay a toll to give entertainment. I’ll set my TV set aside first and play 
checkers with the children.” 

Another argument runs thus: “These toll TV companies state that only specfal 
event programs would appeal on toll TV * * * but there is still a possibility that 
toll TV would eventually monopolize all the good programs we now see free.” 

“Un-American hijacking which a few greedy hoodiums are attempting to 
cram down our throats,” writes a railroad official. “Ifa deal like this was ever 
placed upon the people of free America, we need never shoot off our heads about 
democracy or individual] freedom. 


“KEEP THEM FREE 


“The big business of this Nation has done a good job of furnishing us with 
good TV programs. Let’s keep them at it * * *. Don’t let this hijacking out- 
fit survive. Let them sell this idea to Russia where no one can speak his own 
mind.” 

A comment signed by “One that has lived on both sides of the fence”: “Why 
in should people who are not able to buy necessities of life help pay for 
programs for people that are able to buy $400 and $500 TV sets? Have we 
lost all sense of justice?” 

But an Oak Ridge scientist who lives here says he feels the News-Sentinel poll 
was worded incorrectly. 

“The ballot is set up on the basis of an either-or proposition. This is not 
necessarily the case. 

“PREFER BOTH 


“I prefer to have both free TV and toll TV. Why not have 2 or 3 free TV chan- 
nels then a toll TV channel for special programs?” 

A female reader agrees. “The choice is between free TV as we now have it 
and free TV plus the privilege of choosing to see other TV shows for which 
we would be willing to pay. 

“Few people would say, ‘I prefer toll TV to free TV.’ But I think a great 


many would prefer to have a choice between the two, based on the programs being 
offered at a given time.” 


[New York Herald Tribune, June 26, 1955] 


READERS REPLY TO QUESTIONNAIRE: 24 PERCENT Say Yes, 76 Percent No To 
PAy-SEE TELEVISION 


Seventy-six percent of persons who responded to the questionnaire printed 
June 12 in the Herald Tribune TV and Radio magazine have declared their 
unwillingness to pay for special television programs while 24 percent said that 
they would be willing to pay. 

Most of the 24 percent, however, attached qualifications to their willingness 
and by far the most recurring of these was the demand that commercial announce- 
ments would have to be abolished. All told 1,650 ballots were cast. 

When it came to the question of how much money people offered to budget in 
a week for pay-as-you-see television, there was great divergence among those 
who signified willingness to pay. The lowest figure was 25 cents and the highest 
was $35. The average was $2.46. : 

A number of viewers who were opposed to subscription television said, never- 
theless, that they might be willing to pay and suggested fees from 25 cents up to 
$5 a week. 

The Herald Tribune TV and Radio magazine, which printed the questionnaire, 
is included in all copies of the Sunday paper distributed in areas within the radius 
of the New York and New Haven television stations. 

On many aspects of matters raised by the questionnaire, the viewers who 
responded showed considerable emotion, through letters attached to the question- 
naire or through marginal jottings. 
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“An outrageous idea !” exclaimed J. F. Harris, vf Cranford, N. J., in annouye. 
ing opposition to any paying to watch television in his own home on his own get. 
And Frank Morris, of Paterson, N. J., wrote, “When I pay, the set goes oyt” 

One of the most repeated thoughts offered by those in opposition raised the 
problem of shut-ins, the aged, and persons living on pensions who, it appears, haye 
become widely addicted to television as their principal diversion and entertain. 
ment. Many responders in these groups said that their economic position wag 
marginal and that if they had to pay for television, they would have to give it Up, 

A few viewers said they would be willing to pay for better programs but q 
note from the Hollwitz family, of Brooklyn, was typical of those who would like 
to pay to get rid of commercials. On the question of pay-as-you-see, the letter 
said, “Yes, yes, a thousand times yes,” and then after citing commercials, wep; 
on to say, “There are times when I have all I can do to prevent myself from 
hurling an ashtray * * * straight through the TV tube.” 


SOME LIKE THEM 


Several viewers, on the other hand, said that they actually liked commercia)s 
and then there was a fair-sized school which thought as did Mrs. Allen Pp. 
Thurston, of 605 West 111th Street: 

“Most TV commercials are completely bearable, certainly a fair way to pay for 
the entertainment they accompany. * * * If I have a choice among several! 
products, all of which I like, and find useful, I choose the one that may be 
represented on one of my favorite TV shows.” 

The questionnaires, which constituted a survey throwing considerable light on 
the television habits and attitudes of the metropolitan area population, presented 
the viewer with eight questions. ‘ 


TWENTY-SEVEN-HOUR AVERAGE 


The first question asked how many hours a week the family television set is in 
use. The average proved to be 27 hours with normal extremes running from 1() 
hours to 92 hours. There were, however, exceptional extremes of one-half hour 
to well over 100 hours. 

The second asked about willingness to pay for special TV broadcasts. This 
produced the ratio of 76 percent opposed and 24 percent giving qualified approval. 

The third asked how much a viewer thought he might budget a week for such 
shows. Here was the average of $2.35 for those answering the second question 
affirmatively. 

The fourth asked about willingness to pay for specially selected children’s pro- 
grams. It appeared that having settled the principle of the issue by their 
replies to the second question, the viewers did not want to go into refinements 
because while 9 percent responded in the affirmative, 91 percent were negative or 
gave no answer. 

TYPES OF SHOWS 


The fifth asked what types of shows viewers might be willing to pay to see. 
A total of 70 percent refused to specify, but the following categories were men- 
tioned by the following percentages of viewers: sports, 15; theater, 28; opera, 
15; first-run films, 25. Sixty-four percent of questionnaires did not specify any 
of these categories, 

The sixth asked what would be a fair fee for one of these shows. Among those 
who had expressed in question No. 2 a willingness to pay, the following 
amounts were stipulated by the following percentages of viewers: Up to 25 cents, 
81 ; 50 cents, 32 ; 75 cents, 12 ; $1.21; and $2 or more, 4. 

Some who replied in the negative to question No. 2 nevertheless submitted 
amounts for question No. 6 and these were stipulated by the following per- 
eentage of viewers: up to 25 cents, 70; 50 cents, 21; 75 cents, 4; $1, 3; and $2 or 
more, 2 percent, 

COMBINATION CHOICE 


The seventh asked if viewers would prefer a combination of TV as it is now 
and as it would be under subscription. The result, in a finding that does not 
appear to dovetail perfectly with the answer to the second question, showed 2/ 
percent replying affirmative and 73 percent negative or not giving an answer. 

The eighth question asked whether viewers would be willing to pay for current 
attractions without commercials. Eleven percent of responders said “Yes” and 
89 percent said “No” or gave no answer. 
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Among those who replied to the questionnaire, 42 percent were men and 44 
percent women ; 14 percent were from Mr. and Mrs. By origin, the replies came 
from New York City, 34 percent ; elsewhere in New York State, 27 percent; New 
Jersey, 30 percent ; Connecticut, 8 percent; Pennsylvania, one-half percent; and 
elsewhere, one-half percent. 

FADEOUT PROBLEM Y 

An unusual problem was presented by Elaine Grey. She has good reception 
in her summer home on Bellmore, Long Island, but in the winter when she lives on 
the east coast of Florida, she is in a fringe area and programs often fade out. 
Over the country, many are in the same plight, she said, and asked, “Do you think 
these millions of people will pay when they have no way of knowing if they will 
be able to get the show?” 

A recurring theme among viewers opposed to pay-as-you-see TV seemed-to be 
just plain downright indignation. They spend several hundred dollars for a 
television set, they say. They install it in their own house and now somebody 
has the nerve to suggest that they have to start putting coins into it in order to 
watch it. 

Senator Pastore. Now, our next session will be tomorrow morning 
at 10 o’clock in the caucus room of the Senate Office Building, room 318. 


(Whereupon, at 5:50 p. m., the committee adjourned until Thurs- 
day, April 26, 1956, at 10 a. m.) 
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THURSDAY, APRIL 26, 1956 


Unitep States SENATE, - 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
318, Senate Office Building, Hon. John O. Pastore, presiding. 

Present : Senators Pastore and Schoeppel. 

Senator Pasrore. Just so that we may be able to better gage our 
time for this hearing, I should like to ask Mr. Richard S. Salant how 
long he expects to be ¢ 

Mr. Satant. About 30 minutes, sir. 

Senator Pasrore. Is Mr. Lawrence H. Rogers in this room ? 

Mr. Rogers. Yes, sir. 

Senator Pasrorr. How long do you expect to be, Mr. Rogers ? 

Mr. Rogers. Perhaps 25 minutes. 

Senator Pastore. Is Mr. Biemiller here? 

(No response. ) 

Senator Pastore. Is Mr. Farr here ? 

Mr. Farr. Yes. 

Senator Pastore. How long do you expect to take ? 

Mr. Farr. Less than 15 minutes. 

Senator Pastore. Is Mr. Tibbetts here? 

(No response. ) 

Senator Pastore. Is Mr. Radford here ? 

Mr. Raprorp. I would like to speak less than 15 minutes; about 10 
or 15 minutes. 

Senator Pasrore. All right, Mr. Salant. 


STATEMENT OF RICHARD S. SALANT, VICE PRESIDENT, COLUMBIA 
BROADCASTING SYSTEM, INC. 


Mr. Satant. My name is Richard S. Salant, vice president of Co- 
lumbia Broadcasting System, Inc. I am appearing today to report 
the position of CBS in favor of free television. And because of the 
incompatibility of the two, since we are for free television, we are 
against pay television. 

I shall try to state the case for free television, and against pay 


television, as we see it, as briefly as possible. I would like permission 
to submit for the files a memorandum, which I think you have before 
you, which deals a little more comprehensively with the issues. 


1285 
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Senator Pastore. The memorandum? will be printed in the record, 
and will also be filed with the committee. 

Mr. Satant. Thank you, sir. Also for the files of the committee, 
I would like to submit the comments * and reply comments? which we 
filed with the FCC, which deal with these issues very comprehensively. 

Senator Pastore. They will be identified in the record, and referred 
to in the record, and held in our files. 

Mr. Satant. Thank you, sir. 

In this statement I shall cover in broad strokes four points: (1 
What free television is today; (2) how pay television threatens this 
free service; (3) the fallacies of the claims that pay television will be 
additive, either in terms of programing or in terms of more televisio; 
stations; and (4) the illusory and unsound nature of the proposal 
that the issue of pay television could be resolved by an alleged trial 
in the public market place. 


1. A PROFILE OF FREE TELEVISION 


First, let me turn to what we are fighting for, free television. 

The public itself has decided that free television is worth pre- 
serving. Over 34 million families, 7 out of 10 United States families, 
have invested more than $16 billion in television receivers. Thday, 
99.2 percent of American families live in areas within range of at 
least 1 free television signal, and about 9 out of 10 television families 
have the free choice of 3 or more stations. The average family now 
watches free television about 6 hours a day. If ever any industry 
has had an explicit and direct public stamp of approval, it is the free 
television industry. There can be only one explanation for its growth 
and the public’s devotion to it—the quality and diversity of its pro- 
graming. 

In order to give some idea of the range of what free television is 
giving to the American people, we have prepared an appendix en- 
titled “Some Highlights of the Current Television Season—Septem- 
ber 1955 to June 1956.” ? 

That is attached to my statement. That appendix shows that ina 
single season, free television has provided the viewing audience with 
a large selection of the best of the plays originally produced for theater 
audiences, a selection far exceeding in number a full season of Broad- 
way hits. As Newsweek recently pointed out in an article on the 
influence of television on the Broadway theater, before television, a 
Broadway hit was an experience inaccessible to most Americans; but 
now television is attracting the leading playwrights, producers, and 
directors, and 90 million people have a chance to see outstanding stars 
in the greatest plays ranging from Shakespeare to the works of cur- 
rent playwrights. 

But, as the appendix shows, television drama has done more than 
just borrow from Broadway; it has created its own plays, some of 
them so excellent—like the prize-winning Marty—that they have 


1The memorandum referred to is set forth at the conclusion of Mr. Salant’s testimony 
starting at p. 1313. The comments and reply comments of CBS in F. C. C. Docket No. 11279, 
having been filed with the Commission, are incorporated in this record by this reference 
and have been retained in the committee files. 

* The appendix referred to is set forth beginning at p.1308. 
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broken the bonds of the medium for which they have been created and 
have been adapted for showing in motion-picture theaters and on the 
stage. As John Crosby has stated : 

As far as plays go, I feel strongly that television has had more worthwhilé 
dramatic material on it than Broadway has. 

The appendix shows, too, that television is already presenting an 
impressive flow of feature motion pictures, and is getting more and 
more of them sooner and sooner. In the last 6 months alone major 
film companies have released to the television market almost 2,000 
feature pictures and 6,000 cartoons and shorts. 

Mr. Cox. What was the approximate date of the production of those 
films, Mr. Salant ? 

Mr. Sauant. It varies, Mr, Cox; the English pictures are recent, 
in the fifties, many of them; the American pictures, with a few excep- 
tions, are pre-1948. 

The New York Times recently commented on this trend in this way: 

As newer films reach the home without charge, the toll television advocates 
are going to sound very forlorn urging viewers to pay for them. Pay-as-you-see 
bad a stronger case 5 years ago than it has today. 

The appendix also shows the great range of sports events which free 
television has brought to the public—leading football games, boxing, 
baseball, horse racing, tennis, basketball, bowling, and golf. In the 
current season, no less than 860 major league baseball games will be 
broadcast on television free. This is an increase of 45 games over last 
season. 

And, as appears in the appendix, free television has presented not 
only drama, motion pictures, and sports, but also a wide range of pro- 
grams in the field of public affairs and the arts, music and ballet, 
poetry and penta , education and religion, past and current history. 

Mr. Cox. If I could, at this point, Mr. Salant, I would like to ask you 
a number of questions about this appendix. In relation to the plays 
and musicals you listed there, which appeared at the rate of three a 
month, were these broadcast at full length or were they adapted and 
cut down for television purposes 

Mr. Sauant. Each of them was adapted in the sense that they are 
different media, and you just cannot transfer them intact and have a 
meaningful performance. They were—— 

Mr. Cox. Are most of these 90-minute or 1-hour features, or do you 
know what the time periods were? 

Mr. Satant. Most of them were 90 minutes, as my eye runs over 
them: The Skin of Our Teeth, Our Town, Heidi were 90 minutes. 
Time Out for Ginger was an hour. The Cain Mutiny Courtmartial, 
The Devil’s Disciple, She Stoops To Conquer were an hour and a half, 
as was Salome; Peter Pan, I believe, was 2 hours. 

Mr. Cox. I notice, running down the networks, that none of these 
were produced by ABC. Would this be because its difficulty in pro- 
curing time in the major markets has made the cost per homes tuned 
in too high for it for this kind of entertainment ? : 

Mr.Satant. I doubt that, Mr. Cox. The press reports are that ABC 
will have a series of hour and a half programs next year—actually 2 
series, 1 of drama and 1 Omnibus. F 
Mr. Cox. Now, I notice in the list of movies that you give, — 
ning on page 4, that all but 2 of these were shown over ABC. Now, 
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isn’t this the group of English movies that ABC is showing on Sunday 
afternoon in an effort to build viewers during that period ? 

Mr. Sauant. I don’t know whether these are the Sunday afternoon 
pictures. They also have a Monday series, as I recall it, in the evening, 

Mr. Cox. Now, except for Richard III, I take it, although these 
were recent movies they were not first-run movies? 

Mr. Satant. The Constant Husband is also first run. I don’t know 
whether Davy Crockett is listed here. Of course that was released to 
television, and then later to the theaters. 

Senator Pastore. A strong impression has been left here with the 
committee—and I should hope to have your observation on this im- 
pression—that much of this improvement of which you speak was used 
merely as a propaganda vehicle against this new drive on the part of 
pay-as-you-see television. No, I would like to get your impression on 
the record. 

Mr. Sauant. Senator, I can only answer for CBS. In our pro- 

ram, pay television has played no part at all. Our programing has 
Sivetiipad: and will continue to develop, because that is the way we 
think is the best way. 

As to our schedule, we want it to be the best possible, and it is not 
designed for any other purpose; and our program people—our pro- 
gram board—have not devised their schedule as a counterirritant to 
pay television at all. 

I would be reasonably sure that is so in NBC and ABC, too, but I 
cannot speak for them. 

Mr. Cox. Go ahead. 

Mr. Sauant. It is always a little embarrassing and unpersuasive for 
a spokesman of a company or an industry to talk of its accomplish- 
ments. But outside observers are just as emphatic. There was, for 
example, an article in the April issue of Harper’s magazine, entitled 
“Out Where the Tall Antennas Grow,” by William K. Zinsser, mo- 
tion picture critic of the New York Herald Tribune. Mr. Zinsser does 
not own a television set. Recently he visited friends in Iowa who had 
a set. He tells how he felt left out of the conversation which covered 
matters which his friends had learned from television—from the story 
of the filming of Moby Dick to how a Bach fugue was assembled. The 
New York Times Sunday Magazine put it this way a few weeks ago in 
analyzing television programing: 

The economic and geographical barriers that once separated the mass from 
the arts have simply been taken down. 

I do not mean to suggest that we who are in free television are satis- 
fied or that we can rest. with what has been accomplished. Rather, I 
suggest only that there has been a constant broadening and improve- 
ment in free television’s program content—beyond the prophecies not 
only of its pessimistic foes but also of its optimistic friends. And 
free television’s frontiers have not yet been reached. 


2. PAY TELEVISION’S THREAT AGAINST FREE TELEVISION 


Pay television would, however, interrupt this pro Tt is not 
invention: It is disinvention. It proposes to take that which is in- 
telligible to all and to make it unintelligible. It is not adding; it is 
taking away. . It proposes to introduce the turnstile into the American 
living room, blocking off free access to the best that television offers. 
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We believe that pay television will gravely hurt, if not destroy, free 
television as we know it. It will do this by (1) the blackout; and (2) 
the siphon. 

That pay television proposes a blackout seems indisputable. Ag I 
will discuss more fully later, pay television does not propose to cén- 
fine itself to new or unused portions of the spectrum; it proposes, 
rather, to use the portion of the spectrum now dedicated to, and used 
by, free television. It is a simple fact of today’s electronics that a 
television station cannot broadcast two programs at the same time. 
Therefore, the moment a station broadcasts pay television’s scrambled 
signal, that station is blacked out for the free viewer, for that period 
of time. 

Senator Pastore. Do you take the position, sir, that some of the 
best performances that the public is now enjoying on a free basis— 
that those performances will, of necessity, go on the auction block 
as between advertisers and pay-as-you-see television ? 

Mr. Satant. Yes, sir; we do. I will develop that a little more fully 
as we go along. 

Senator Pastore. Well, I think that that is a very, very significant 
point, and should not be slid over too lightly, because I think that 
there we have the crux of the entire matter. You say that you are 
going to cover it fully in your presentation ? 

Mr. Sauant. Yes; as you say, it is the crux of the matter. 

Pay television has, for that period of time, blacked out free tele- 
vision. 

Mr. Cox. Now, what would be the case, Mr. Salant, if the station 
showing subscription programing were one that, at this point in time, 
is just hanging on in the hopes that something will develop which 
will permit to to conduct a profitable operation, and it seemed to 
its managers that subscription television was the solution? If such 
a program would keep this station on the air, even though portions 
of its time would be devoted to programing which could be viewed 
only if the viewer made a payment, would not there be a net addition 
to even the free programing that would be available in that market ? 

Mr. Satanr. For that station, for that market, for that period of 
time, there would be an addition. For all stations, and for all homes, 
there would be a very large net loss. 

Mr. Cox. Now, you suggest, I think, at a later point, that the sub- 
scription television proponents have indicated that they wish to start 
in the major markets—New York, Los Angeles, Chicago. Now, 
clearly, in the case of New York, with 7 stations on the air, at least 2 
of which are reportedly operating at a loss, if 1 of these stations, 
or even 2 of them, were to devote 15 percent of their time, or 20 
percent of their time, to subscription programing, there would still 
remain a greater selection of television fare than is offered to people 
of any other part of the country, wouldn’t there, on a free basis? 

Mr. Satant. I would doubt it. I would think that if 1 or 2 sta- 
tions were permitted to go to subscription television in New York there 
would be 2 consequences. One, it couldn’t be contained in terms of 
stations. There couldn’t be a restriction to 1 station or 2 stations. 

Mr. Cox. Well, the three stations carrying network programing 
in New York are owned and operated by the networks, and I presume 
in view of your statements here that you would not, except in 
extremities, devote your facilities to subscription television ? 
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Mr. Satan. I don’t know how we could answer to the stockholders 
if you can make $32 million in Allentown. [Laughter.] 

Mr. Cox. That is very attractive? 

Mr. Sauant. It is. 

Senator Pasrore. But more important than all this—and taking 
Mr. Cox’s hypothetical question—let us assume that in his case the 
program that went on pay-as-you-see happened to be I Love Lacy, 
there would be a deprivation on the part of the free viewer to see 
I Love Lucy. 

Mr. Satant. That is correct. 

Senator Pastore. It is taking something out of the free market and 
putting it into the pay market. 

Mr. Satan. That was the second part of the answer. 

Senator Pastore. Now, the reason why I am saying this here is be. 
cause we have representatives of both sides of this issue who are ap. 
pearing before us, and I say this in order to provoke their rebuttal on 
these arguments that we are raising, if they can be rebutted. Because 
as I am beginning to get the impression now, and I think that these 
people who are appearing here—inasmuch as I happen to be the only 
member of the committee here now, the impression Tien beginning to 
get is that the best quality will drift to pay-as-you-see. The free pub- 
lic will be left with what is left. 

Now, that is an important question that somehow someone will have 
to answer for the people of this country. If we are going to make it 
so attractive on pay-as-you-see that they are going to siphon off all of 
the good programs, then what will be left to the public in free enter- 
tainmpenit That is the important question that I hope, in these papers 


that are rather voluminous—and I sit here patiently listening to them 
all—that somehow we would get at the crux of these issues and pinpoint 
the important parts of the issue. 

I don’t mind sitting here, but I have been doing it now for weeks, 
and there are long speeches here—17 and 18 pages long—and this, to 


me, is a very simple issue. I think we ought to get to the meat of the 
whole question and talk about that, and not all of this window dressing 
that more or less submerges the real issue. 

Mr. Sauant. Senator, I deal with precisely that issue at this point, 
of what we think will be left, and what we think will be taken away by 
pay television. 

ot only will this blackout operate, but pay television will take awa 
programs and talent which the public now enjoys free and which will 
then be available only on payment by the viewer. 

The proponents of pay television themselves have conceded that they 
would take away free programs. Some time ago Zenith sent out an 
estimate of what it would have been able to make from “Peter Pan”— 
$5 million, Zenith said, at 25 cents a receiver—if pay television had 
only been in existence. Skiatron, too, has admitted that pay television 
would bid against free television for talent and programs. Telemeter 
has said that it will seek any free television pro for which it can 
induce the public to pay. kod the New Yor es reported : 

An official of one pay-as-you-see system said competition would force a toll 


operator to shop around anywhere he could for stellar attractions, including 
existing television shows. 


All of the proponents have been frank in stating their desire to move 
sports events from free to pay television. How concrete these 
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siphoning, plans are in the field of sports is illustrated by the state- 
ments of the sports promoters. The president of the Brooklyn 
Dodgers announced that he intends to move the Dodger ball games to 
ay television as soon as he can; he says he will get 50 cents per receiver 
for each Dodger ball game. ‘ 

The president of the Madison Square Garden Corp. has listed the 
sports events which he expects to be on pay television—in a filing 
with the Commission he listed these events: Boxing championships, 
the world series, hockey, basketball, the Westminster Kennel Club 
Show, track meets, the Army-Navy game, professional football, tennis, 
and horseraces. As our appendix shows, precisely these events are now 
on free television. [: 

Senator Pastore. Now are you saying this—I think you inferred it, 
but I would like to get it on the record categorically. That game you 
are talking about is now coming over free television ? 

Mr. Satant. That is right, as the appendix shows precisely these 
events are on free television, every one of them. 

Senator Pastore. And the likelihood is that those programs will go 
to pay-as-you-see ? 

Mr. Sauant. The pay-as-you-see promoters so state. 

Mr. Cox. Isn’t it true that in your listing of sports events you listed 
6 football games, 4 of which occurred on the same day, the others 
being the Army-Navy game and the professional championship game. 
You list a number of championship fights not including the rarely 
held heavyweight fights? 

Mr. Satant. Were there any in 1955? I don’t know. 

Mr. Cox. I wouldn’t know myself. But in other words, these sports 
were available. The question is whether they would be available to a 

eater degree on a more regular basis if a charge could be made for 

urnishing them to the public—a direct charge? 

Mr. Satant. Mr. Cox, in examining this appendix, I think it ought 
to be kept in mind that my recollection is that there were football games 
on every Saturday and there were also professional football games 
Saturday nights or Sundays—lI am not quite sure when they played. 

Mr. Cox. Isee. All ri ht. 

Mr. Satant. Most of these events are also on free radio, and I can- 
not refrain from pointing out that radio also would be deprived of 
them. It is not reasonable to assume that the box-office operator will 
endanger his gate receipts by permitting people to have the alternative 
of listening for free or watching for pay. 

Mr. wei. testifying for Penn-Aller included in his schedule the 
New York Philharmonic as pay television. As you know, the New 
York Philharmonic is carried by the CBS radio network every Sunday 
and has been for many, many years. I would think it unlikely if the 
New York Philharmonic were ever taken over to pay television that 
the audience would be afforded the opportunity, the alternative, of 
listening to it on radio where it now is free, and in the same home 
having to pay for it. The only way they could be driven to pay for it 
would be to shut it off radio. 

A little exercise in economics and arithmetic demonstrates that pay 
television can implement its desire to siphon with a clear power to do 
so. Indeed, the entire basis of the proposal before us is that pay tele- 
vision could spend more money for programs than is being paid now. 
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I shall use the Ed Sullivan Show to illustrate this power to siphon 
programs. ws er 

If only one-tenth of the 17 million families who now watch the 
program free each week were willing to pay 50 cents to be able to 
continue to see it, the gross revenues would be $850,000, as compared 
to the $150,000 which the advertiser now pays for it. After paying 
the networks and stations for their time and facilities, and even after 
pocketing half of the balance for their own profits and expenses, the 
pay television promoters could still offer to the performers and talent 
on the Ed Sullivan Show more than six times as much money for each 
show as they are now getting—and nine-tenths of the present audience 
will be deprived of the program. 

Mr. Cox. Now in that connection, Mr. Salant, is it your suggestion 
that this 1,700,000 people would not only pay 50 cents to see the Ed 
Sullivan Show as a novelty the first time but that they would pay it 
52 times a year, totaling some $44 million for the privilege of watching 
Ed Sullivan on television ? 

Mr. Satant. Every piece of evidence we have so indicates. I will 
take that up. The indications are that the public, which has come 
to enjoy this—has come to expect it on Sunday nights—if they must, 
some of them will pay to keep on seeing it. 

You are a father, I am sure, and you know what happens when you 
give a lollypop to a child, or a child gets a lollypop. It is much harder 
to take it away after it has a few licks than it is not to give it in the 
first place. 

Mr. Cox. I assume, of course, if you are ever going to get these 
1,700,000 paid viewers in one or more markets that that would require 
that there be substantially more than that number of decoders in use! 

Mr. Satant. Mr. Cox, it is 1,700,000 families, not viewers. It is 
more viewers than that. 

Mr. Cox. But that would be the number of decoders, one per family. 

Mr. Satant. Correct. 

Mr. Cox. And let’s assume it would require 2 million decoders to 
get that number of homes tuned in at 50 cents. That would represent, 
on the basis of $50 a decoder, something in the neighborhood of $10 
million which someone would have to invest, either the public or the 
franchise holders of subscription service. In addition to this there 
would, of course, be investments in terms of promotion, administra- 
tive expense, and things of that kind. Now, is it your view that 
people are going to invest that kind of money only on the supposition 
that their first offering—and the mainstay of their offering to the 
a ai be a charge for something the public has been getting 

ree? 

Mr. Satant. It is difficult to predict the pattern which this will 
follow. I think that it could happen in either 1 or 2 ways. The pub- 
lic can be forced to make these expenditures when things disappear 
from free television and they hear that they are going to turn up on 
pay. Or, more likely, I would suppose, at the outset the pay televi- 
sion people would begin with a few recent movies, and whatever the 
then equivalent of The Pajama Game may be. That will be the cart 
in front of the donkey. 

Senator Pasrorer. Here is another question that I throw out to you: 
I hope the other side is listening and will give us an answer on it. 
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Can you imagine a situation where, insofar as quality of programing 
is concerned, there will not be an element of competition between free 
and pay? Do I make my question clear? 

Mr. Savant. I think so. 

Senator Pastore. In other words, can free television survive if all 
of the best is on pay-as-you-see, any more than pay-as-you-see can sur- 
vive if all the best is on free television? How do you separate these 
two competing forces for the best quality of television, and what will 
bethe ultimate consequences? Is my question clear? 

Mr. Satant. Yes. I think that there is no way of devising any set 
of rules or regulations which can be enforced which will parcel out 
this for free and this for pay. You cannot do it in terms of program 
concepts, and-you certainly cannot do it in terms of talent. 

It would be impossible to say to Ed Sullivan, to Jackie Gleason, to 
George Gobel, or to anyone else: “You have been on free; therefore 
you are blacklisted; you can never go on pay.” Or take the talent of 
the future. How are you going to say: “Wherever he is developed, he 
goes to free, he goes to pay. Wherever he starts, he cannot go to the 
other.” You cannot do that. You cannot predict as of today what 
free television might put on tomorrow. If anybody had predicted 3 
years ago that free television would be putting on some of the pro- 
grams it is putting on today, they would have been laughed out of the 
industry. 

Senator Pastore. Can free television survive, in the long run, predi- 
cated upon the assumption that they can get away with an inferior 
program only because it happens to be free; or will they have to com- 
pete in the market to raise the quality of their program even to match 
the pay-as-you-see, even though you pay for the latter? 

Mr, Satant. They would be obliged, of course, to compete to try 
to increase their quality. Yet at the same time that you created that 
obligation, which already exists, you are hobbling by making it im- 
possible to compete, because free television will no longer have the 
ability—the audiences will be taken away, the prime time will be taken 
away, the talent and programs will be taken away. At the very mo- 
ment when they must try to compete with these programs which are 
being talked about, for which such huge sums can be paid, free tele- 
vision will have less money. 

Senator Pasrore, Can you give us some kind of observation as to 
why the professional championship fights are not on free entertain- 
ment? Why is that happening Why does it seem that about every- 
thing but that comes on ? 

Mr. Sauant. It is only the heavyweight fights which are blocked. 

_ Senator Pasrore. Yes. Why is that above American advertising 
ingenuity to bring that to the public? 

Mr. Sauant, Sir, I do not think it is above the ingenuity. I think 
that, once you put pay television to bed and put it away, things we are 
not getting now, we will get. It is no accident that the things that we 
are not getting, we are not getting from sources who are hopeful—— 

Senator Pastore. I would not want it as a result of diplomatic black- 
mail. I do not want you to “put anything to bed” to bring something 
to the public that is good. I am just asking you why hasn’t it come 
tothe public?’ What has been the stumbling Block? I know a lot of 
people are dissatisfied about that. 
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Mr. Satant. It originally was on free television. Then the heavy. 
weight championship fights were blacked out. I think it was in par, 
because the promoters felt they could make more money out of theater 
television. I do not think that has been successful. Nothing jg 
scheduled in theater television this year. I think that if theater teley;. 
sion disappears as a means of distributing those programs, the like}. 
hood is that much greater that it is coming back to free. We want jt 
back on free. We will do everything we can to get it back on free. 

Senator Pasrore. Well, what if that happens to baseball—the world 
series—then where are we! 

Mr. Sauant. I think that it is very unlikely that we are going to log 
the world series. There have been some witnesses here who have read 
things in the trade press which are simply not justified. The world 
series will be on free television. 

Senator Pastore. Well, I hope you could say the same thing about 
the championship heavyweight fights, too. 

Mr. Satant. Well, we will do our best, Senator. I do not know 
where the next fight is coming from, from what I read in the paper. 

Mr. Cox. You indicate that you think that subscription television 
would take away from free television prime time. Now this would be 
impossible in the 50 top markets in the country except for stations 
which are not affiliated with networks, isn’t that true? ‘ 

Mr. Satant. No, sir. 

Mr. Cox. That is, you are assuming that one—either the elimination 
of option time, or complete termination of the affiliation relationship 
because of the attractions of subscription television ? 

Mr. Satant. No, sir; I am not assuming either. I assume that if 
pay television operates with these great programs which must have 
nationwide distribution, the programs—particularly the sports pro- 
grams—have to originate from one source. To originate from one 
source and to be carried nationwide there must be a network to carry 
them, if it is to be carried simultaneously at all. If it is a network, 
somebody is going to have to invent one for pay television. Option 
time does not apply. 

Mr. Cox. In other words, you would feel that the exclusionary pro- 
visions in the option-time rules would permit that network, newly 
created for this service, to displace your present rights to control that 
time ? 

Mr. Satant. I would suppose so, Mr. Cox; and the second answer 
is even if the option-time provision applies—which is something we 
have not faced, and my guess is it does not—if it is this profitable to 
the station and our affiliates want to carry it, nothing in the world 
that we could do, legal rights or no legal rights, could hold them. 

Mr. Cox. Well, I am interested a bothered by this factor. It is 
quite clear, I think, from the testimony of everyone that subscription 
television could not come into existence on a nationwide basis over- 
night, or even over a period of many years. 

think it was stated by 1 witness that it would take 2 years to get 
6 stations on the air, in 3 markets. Now it is this factor which, it 
seems to me, makes it unlikely that top talent and top draw shows on 
free television can be attracted to the new medium. In other words, 
you are suggesting, it seems to me, that for the supposed increased 
monetary return, Ed Sullivan would, in effect, terminate his relations 
with his sponsor—that he would prefer to present himself and the 
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talent that he offers in 3 markets, before 1,700,000 people, rather than 
in the top 100 markets before 17 million people; and that his only 
motivation in this would be monetary, and that he would accept this 
on faith, in effect, before it is even demonstrated that pay television 
is ever going to come into existence, or if it does, that it is going to 
last ? 

Mr. Satant. Perhaps what you are suggesting is a chicken and 
egg argument. We believe that there is a reasonable chance that pa 
television will never get off the ground. Our analysis of what will 
happen is on the assumption of success. We do not have to worry 
about pay television at all if it fails, but I assume that it is being 
brought here on the assumption that it will succeed—otherwise why 
bother? If we accept the assumption of success, then these are the 
consequences. 

Mr. Cox. Then, is there a poy that it might succeed to a de- 
gree, but not succeed to the degree that you seem to fear? 

Mr. Satant. Mr. Cox, if it succeeds only to a degree, that degree 
being less than the degree necessary to perform the siphoning func- 
tion, it won’t succeed at all, because it cannot put on the things that 
they are saying they will put on. If they can put on first-run movies, 
if they can put on the heavyweight boxing championships, they can 
take Jackie Pine, who wants to go; they can take Ed Sullivan, and 
they can take yee else. 

Mr. Cox. They could, perhaps, if this were a matured system which 
had succeeded in getting outlets in all of the markets of the country, 
but that, of course, is a thing that is going to require years. It is my 
understanding, from the filings of the proponents, that they expect 
to have to subsidize programing, at least in the initial stages, in order 
to persuade people to buy, or permit the installation of, decoders— 
and the point I am making is that it seems to me unlikely that all of 
a sudden this thing is going to catch hold so completely that all of 
the people who for years have had satisfactory relations with free 
television are going to desert it, and turn to this new and untried 
intruder into the industry. 

Mr. Saant. You are quite right, Mr. Cox. I am not talking about 
what is going to happen overnight. We are considering pay tele- 
vision ; the Commission and the Congress must consider pay television 
forthe longrun. I do not think that free television is going to die the 
day after tomorrow or 2 days after pay television starts. 

Mr. Cox. Do you think if, as time went on, it began to appear that 
these dangers which you foresee are coming about—do you conceive for 
aminute that the FCC and the Congress would not step in at that point 
and prevent that happening ? 

Mr. Satant. I certainly assume that the Commission and the Con- 
ies would want to step in. I cannot see how they can step in ef- 
ectively. I do not know how you could devise rules that can contain 
this. There aren’t enough people in the world to sit here in Wash- 
ington and say “This kind of program would not have been on free 
television, so it can go to pay.” 

You have to sake predictions that are impossible to make. You 


have to make analyses, program by program, performer by performer, 
idea by idea. Zenith took a shot at it, and they are competent people. 
They made a proposal before the Commission on how to contain the 
program flow. 
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Well, you can drive through that proposal with a truckload of seye, 
Commissioners. It is meaningless. You could adopt that regulation 
and nothing which is on free television would be prevented from flow. 
ing to pay television without violating the regulation. 

Mr. Cox. Well, I have heard your analysis of their proposal, and 
it seems to me that on two points you are quite likely right. But i 
seems to me that there could be defined a concept of .“box office at. 
traction” which could be applied and limit subscription television 
to the sort of programing that its proponents say they really want to 
offer. 

Mr. Satant. But Mr. Cox, if you draft that today, you are assum. 
ing that the frontiers of free television have been reached. If any. 
body tried to draft a regulation 3 years ago which was based on what 
was not on free television, there were many things that have come on 
since then. 

Mr. Cox. This would be a restriction only on the subscription tele- 
vision operator. It would not be a proscription on what free tele. 
vision itself might do in the future, and I would assume, to the extent 
that free television could duplicate what is offered on subscription tele- 
vision, that you would have a competitive advantage. 

Mr. Saxant. In order to duplicate what might be on pay television 
takes money. 

Mr. Cox. Well, I take it even if you pay $650,000 for the Ed Sulli- 
van show you are not going to cram 5 times as much talent into 
it as the sponsor gets for $150,000. Money only buys so much talent 
and so much time. 

Mr. Sauant. You are quite right. 

Mr. Cox. Therefore, because they get higher revenues doesn’t mean 
their quality is going to be out of reach of free television. 

Mr. Satant. I do not think it will be out of the reach of free tele- 
vision, but I think there will be enough money for the talent in pay 
television that they won’t have to bother with free television. If you 
can make all of that money out of pay television, you can go to Los 
Vegas for the rest of the year. 

It is clear that, with this economic power accumulated from the 
money of the public, free television’s programs and talent will be 
siphoned to pay television. It is not likely that, in contrast to almost 
all other human beings, the producers, writers, and performers, the 
owners of motion pictures, or the promoters of sports events, will turn 
down more money in favor of less. As the New York Times pointed 
out last year: 

The stars would switch from free television to pay television just as they 
switched to television from radio. 

The proponents of pay television fall back on the speculative argu- 
ment that they could not siphon because the public would not be willing 
to pay for the same thing that it is now getting free. This argument 
is contradicted by their announced plans to take away some of the very 
programs now offered by free television. But in any event, all the 
available evidence indicates that enough people would. pay to see those 
programs which pay television siphons away if that became the only 
way they could continue to see them. 

A recent study prepared for major league baseball owners showed 
that if baseball fans could no longer see a game on free television, and 
had to pay 25 to 50 cents for the game on pay television, almost 4 
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percent would pay rather than do without. A Gallup study found 
that 31 percent of the people interviewed said that they would pay to 
watch the Ed Sullivan show if they could not see it free. A third 
survey, one conducted at our request by Elmo Roper in Columbus, Ohig, 
reaches the same result. The Roper survey showed the interviewees b 
hypothetical schedule of the three television stations in Columbus. 
One station’s schedule was devoted to popular first-run motion pic- 
tures and similar programs for which the hypothetical charge ranged 
from 50 cents to $1. The schedules of the other two stations were the 
actual current CBS and NBC television network schedules—except 
that there was a charge of 25 cents a half-hour and 50 cents an hour. 
Enough people said that they would be willing to pay to see the pro- 
grams on the CBS and NBC schedules—even against the competition 
of the first station—to provide a sufficient return to pay Seca 
promoters to make it economically worthwhile for them to put on pay 
television those programs which are now free. 

Mr. Cox. I assume in that instance, though, they were given the 
choice only between one pay program and another pay program; that 
they were not given the choice between a pay program and a free 
program ? 

Mr. Satant. That is correct. There were various stages of ques- 
tioning. In some cases there was a free program, in some cases a pay 
program. 

If you like, I will submit that study for the record. It is a series 
of 18 or 19 possible schedules. 

Mr. Cox. We would like to have it. 

Mr. Satant. The pay television promoters’ own statements and the 
public’s direct answers establish, therefore, that if the public were | 
ever required to make the unhappy choice, enough of a minority 
would pay for what it is now getting free to make it profitable for 
the pay-television promoters. 

The cost to the public of retaining what it is now getting free will 
beenormous. A family would either have to buy an unscrambler for 
at least $40, or rent one for at least $20 a year. Then it will have 
topay for each separate program. The pay television promoters have 
said that they would like to collect program charges of $2 or more 
each week from the average family. That is about three times as 
much as the average American family now pays for admission charges 
to all movies, theaters, sports, and other events. 

Pay television will thus be doing a real disservice to this Nation. 
Free television has been a cohesive force, within the reach of almost 
every person. Everyone with a television set can, without any further 
payment, enjoy what every other set owner enjoys. But where free 
television is cohesive, to the same extent pay television is divisive. 
For the first time, the present unified television audience will be 
divided along economic lines. For the first time, the wealthy or the 
extravagant family will see programs which the average American 
family will not be able to see. In free television there are no second- 
class citizens ; in pay television there will be. 

Mr. Cox. Isn’t it true, of course, that in other fields of entertain- 
ment.this divisiveness already exists in that many people cannot afford 
first-run movies, Broadway plays, and so forth? 

Mr. Saranr. You are quite right. 
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Mr. Cox. So if subscription television could bring these programs 
to the public at a charge of 25 or 50 cents, then in that area there 
would be a reduction of this divisiveness of which you speak? 

Mr. Satant. What you mean is that more people will be divided 
than were before. 

Mr. Cox. No; what I mean is that although you might establish q 
class of people who had been ee free television and were unable 
to pay for pay, you would also, in the area of those who could pay 


for subscription television, have people who would be getting pro- 


graming that at least hypothetically they have been unable to get 
because of the higher charges at the present sources of that kind of 
program. 

Mr. Satant. Yes, that is true; but in return for that, you are for 
the first time dividing the television audience which has never been 
divided before. 

Mr. Cox. Although, by hypothesis, it is divided from that portion 
of the population that cannot even afford a receiver ¢ 

Mr. Satant. The indications are that there are not many. We 
should ont talk in terms of “afford.” Apparently everybody can get 
one. 


THE ILLUSORY PROMISES OF PAY TELEVISION 


Those are the evils of pay television. But sometimes there may be 
a balance; sometimes the bad may be outweighed by the good. We 
think that is clearly not the case with pay television. 

The advocates of pay television contend that their service will be 
additive, not subtractive. We believe they are wrong. Pay television 
is certainly subtractive in its inevitable creation of a blackout, in its 
siphoning away free programs, and in its exclusion from its audience 
of those who cannot pay. But the pay television advocates promise in 
return that they will add new programs and new stations. We don’t 
think they will. Let me show you why we think that. 

A. The promise of new programs 

The proponents of pay television have promised Broadway plays, 
major sports events, and feature films. 

Free television, itself, as we have seen, has already carried such 
programing beyond the stage of pe and into actuality. Broad- 
way plays, major sports events, feature films—that is precisely what 
free television is providing now. 

I suspect that the pay television proponents themselves have recog- 
nized that their promises of what pay television will bring in these 
areas have already been matched by what free television has actually 
brought. That recognition may underlie the shift in their emphasis 
to additional cultural and educational programs—for pay, of course. 

But we doubt that pay television’s eae of more educational and 
cultural programing will be kept. Nothing in the history of those 
mass entertainment media which are dependent for their revenues on 
direct payment by the public supports the likelihood of more culture 
and more education. One need only look at the history of Hollywood 
and its motion pictures. ; 

Exactly the same factor of the economic necessity for mass audiences 
are operative in pay television, which will be dependent on obtaining 
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the most dollars directly from the largest possible audience. As Zenith 
itself has stated : 

Can there be any possible doubt that the subscription television broadcaster 
and his program supplier can logically have any other business purpose, desire, 
or hope than to obtain as widespread public reception of their programs as is 
practically possible? ; 

The unlikelihood of the pay television promoters presenting pro- 
grams for minority tastes is accentuated by the suggestion of the pay 
television proponents that they operate either for 15 percent of the 
broadcast day, or for 35 hours a week. Such limitations would restrict 
the time available to the pay television promoter to amortize his in- 
vestment and make his profits. It seems unlikely that the pay-tele- 
vision promoter will devote very much of this limited time to chamber 
music and courses in differential calculus. 

Mr. Cox. Now isn’t it true, of course, that the content of program- 
ing, both in free and in pay time, would be determined by the broad- 
cast licensee himself, and that he would continue to have the same re- 
sponsibility for balanced programing that he has now? 

Mr. Satant. That is true. I think that the understanding, though, 
is that the pay-television promoters do not propose themselves to pre- 
sent an overall schedule. They would leave the balance to come from 
free. 

Mr. Cox. And the profit to come from pay ? 

Mr. Satant. That is correct. 

This is particularly true since the proponents have conceded that, 
in these limited hours, they will have to repeat performances of some 
of their expensive mass-audience programs in order to realize their full 
economic potential. Zenith, for example, has stated that Hollywood 
motion pictures would be a bulwark of their program offerings, and 
that it would have to show each motion picture more than three times 
ona station. Such repeats would leave little time and less incentive 
for minority programs; for if the showing of a motion picture could 

roduce $500,000 and a course in foreign languages could produce 

5,000, it isn’t hard to predict which program pay television would 
broadcast. 

Even if pay television’s promise of cultural and educational pro- 
grams were likely of fulfillment, I doubt that it would be a good thing. 
It is even more important that education be free than that entertain- 
ment be free. Ifa public-library system does not have enough readers, 
charging admission to the library and rental for each book provides 
no remedy. The vital function of free television in these areas is to 
stimulate and awaken interest in viewers who might not otherwise be 
exposed to education and culture, and not to charge those who are al- 
ready interested and who can afford to pay. 

Mr. Cox. Now educational television cannot, in a final sense, be 
free any more than sponsored television is. The expenses must be 
paid by someone, and as I understand it, since an educational station 
is now prevented from making any charge for selling time, the only 
source of revenue up to this point has been public funds, public sub- 
scription, and things of that sort. Now isn’t it true that a subscrip- 
tion service, if offered on a broad enough basis—and obviously it could 
not be confined to educational stations—but if it became successful the 
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presence of decoders in the homes of the public might give educationa| 
stations the chance to attract revenues from those who would be willin 
to pay no more than they must now pay for a course of any particular 
kind 

Mr. Satanr. There is no question about that. I doubt whether that 
is a desirable use of free air waves. 

Mr. Cox. Your view is that if the man wants it, he must go to a 
classroom ¢ Tee TION 

Mr. Satant. Or get it free by staying in his home. There are 
other ways. If the audience is so limited, as is suggested by Skia- 
tron—so limited that you not only have to scramble the free signal 
but you have to scramble the scrambled signal and limit it to doctors 
and other people, that is a misuse of the air waves. There comes a 
point of diminishing returns and it really does become point to point. 

Millions of people probably had their first exposure to a Shake- 
spearian play when Richard III was broadcast by NBC. As long as 
the show was free, these viewers were encouraged to shop around on 
their dials and to have a look at something which many of them never 
had seen before. But if it had cost a dollar to tune in on the program, 
it is probable that only a small fraction of the people would have been 
exposed to Richard I1I—and most of those would have been the very 
people who had already developed an appetite for Shakespeare's 
plays. It is only human nature that more people will try something 
for the first time when it is free than when they have to pay for it 
even before they know whether they will like it. 

We are convinced, in sum, that pay television will make no signifi- 
eant addition to the programing now available free and that there 
will be less education and culture for fewer people instead of more 
for more people. 


B. The promise of more station service 


The proponents of pay television are flexible in their arguments. 
Perhaps conscious of how much ground has been cut out from under 
them by the record of free television’s programing performance, the 
pay-television proponents now stress it as a nostrum to cure the allo- 
cations and the UHF problems. 

I do not think that the proponents themselves believe this. This 
elaim of aid to UHF has been effectively analyzed and I would like 
to quote that analysis at some length: 


Limiting subscription television to UHF stations would also practically elimi- 
nate subscription television from the top 50 markets in the United States as 
there are only 22 UHF stations operating in the top 50 markets in the United 
States and only 6 UHF stations operating in the top 20 markets. Confining 
subscription television solely to secondary markets could make subscription 
television economically unsound * * * 

Taking New York as an illustration, * * * It is doubtful that the most opti- 
mistic UHF operator would, under present conditions, attempt to go into compe. 
tition with the six existing VHF stations, even though he was given a monopoly 
on subscription television. Such an UHF operator would have the dual problem 
of getting the New York public to convert their sets to UHF and to acquire 
subscription-television attachments, and he would be further confronted with 
the limitations on substantial quantities of program product suitable for sub 
scription television * * * It appears undesirable to compound the problems of 
embryonic subscription television by adding the conversion problem of UHF. 
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In short, according to that analysis, pay television will not add 
UHF stations to the major markets, wih pay television cannot add 
them to the secondary markets. 

Or let me quote this conclusion : 

Any attempt to limit subscription television to UHF stations would be imprac- 
tical and dangerous * * * 

In our opinion, to restrict subscription television to UHF only, at least during 
the early stages of subscription television development, would place an unreason- 
able and almost impossible burden upon the infant subscription television 
industry. 

The first analysis which I have quoted comes from the joint sub- 
stitute petition concerning subscription television filed by Zenith-vith 
the FCC in 1954. The second quotation comes from Zenith’s FCC 
comments, June 9, 1955. 

Zenith has thus forcefully stated in the past that to restrict pay 
television to UHF would be fatal to pay television, which, therefore, 
would do UHF no good. In fact, it is difficult seriously to expect that 
any artificial rules which would limit pay television to one class of 
stations and deny it to others would be either effective or permanent. 
It is not reasonable to expect that the most expensive and desirable 
programs will be consistently channeled over a long period of time 
through one group of needy stations, which will then become less 
needy, so that a new group can be created who will in turn press for 
relief. 

As a matter of fact, if the actual proposals of Telemeter, Zenith, 
and Skiatron are analyzed, it becomes immediately apparent that they 
do not propose a limitation of pay television to UHF at all. Tele- 
meter insists that pay television be authorized for all stations, and its 
witness at these hearings testified that it would seek to broadcast its 
programs on VHF stations. Actually, even Zenith’s and Skiatron’s 
purported succor to UHF is form, not substance. For they do not 
urge that pay television should be confined only to UHF stations. 
Their proposal, rather, is to limit pay television temporarily—for 2 
or 3 years—to UHF stations, and to what they call needy VHF 
stations, 

The interim nature of the limitation and the open door to needy 
VHF stations are two large loopholes indeed. The proponents have 
said that they expect to start pay television in, and, in fact, to limit 
it for a period of years to, the lovee markets. By coincidence, in 
New York City, Chicago, and Los Angeles—the three largest mar- 
kets—there are no operating UHF stations but there are VHF stations 
which come within their definition of “needy.” And it is these very 
VHF’s—not nonoperating UHF’s—which Zenith, as just noted, pro- 
poses to use. And Skiatron’s plan is similarly to begin with VHF. 
That company has reported to its stockholders that it has a 99-year 
contract. with Mr. Matthew Fox under which he is obligated to begin 
operations in New York City and “to get a VHF television station to 
initiate the necessary applications before the FCC” in that area. 

So, just as they have always proposed, the proponents of pay tele- 
vision conld get started where they would have started in any event— 
on VHF’s in major markets—and as they have said, it would take some 
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time before they could move on to other markets. By then, again by 
strange coincidence, the time limitation would have expired and pay 
television could go right ahead, as the proponents have scheduled jj. 
without limitations. 

And if the limitations to UHF are not complete and permanent, 
exactly the same facts of economics will operate against UHF in pay 
television as operate in free television. We believe it demonstrable 
that pay television offers no solution to the problem of unutilized 
channels. Let us see what these unutilized channels are. 

Less than 100 of the 1,200 unutilized channels are in areas—in which 
less than 1 percent of the population lives—not now receiving televi- 
sion service. The problem of this less than 1 percent of our popula- 
tion will much more likely be solved by boosters and satellites than by 
pay television, which is unlikely to be of any help because of the difii- 
culty of operating it in such thinly settled areas. 

Almost all of the remaining unutilized channels are UHF which 
have been unable to compete with local or nearby VHF stations either 
because (1) many of the television sets in their areas have not been 
converted, or (2) their coverage is not so great as that of VHF sta- 
tions, or (3) they are in the shadow of the signals of stations from 
larger markets—or almost always a combination of two or more of 
these situations. ‘ 

Mr. Cox. All right, let us take the case of Allentown, which Mr. 
Kohn talked about. This is a station now off the air. If anything 
could be done to put it back on the air, it would add programing, un- 
less another station was eliminated. It is overshadowed by the Phila- 
delphia area. It cannot compete with them programwise, and may 


have had difficulty in getting conversion. Now, if it can offer a high 
quality of programing through subscription service, of the sort which 
you say at least would be dangerous competitively to the network 
service, would it not give this station a chance to exist under circun- 
stances where, opponents, it has not been able to do so today ? 


Mr. Saxant. No, sir; I do not think so. My explicit assumption is 
that it will not be limited to UHF because nobody has proposed it. 

Mr. Cox. I am just assuming that Mr. Kohn can make arrangements 
with one of the proponents that they would install this service in Al- 
lentown, which is not an insignificant market, although clearly not as 
large as your market. 

Mr. Saran. I understand that, but the proposals of the proponents 
s to take VHF stations in the major markets wherever they can get 

1em. 

Mr. Cox. When they have taken those, do you think they will stop? 

Mr, Savant. I think if they get a V in Philadelphia, and put pay 
programs on a VY in Philadelphia, Mr. Kohn will be in precisely the 
same situation he is in now. 

Mr. Cox. This is on your assumption that subscription television 
will displace presently operating network stations, which are appar- 
ently satisfied with their present circumstances—one of which 1s 4 
station owned and operated by NBC. 

Mr. Satant. If pay television is a success, pay television programs 
will come from Philadelphia, and not Allentown, yes. 

Thus the competitive position of these channels will be no better 
under pay television. For the probable events will constitute an act of 
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singular cruelty to UHF. Under an illusory cover of protection, the 
hope will be held out that it will have something which others will not. 
The already large investments in UHF could be multiplied many 
times if it seeks the cure of pay television. After 2 or 3 years, UH¥ 
will be deprived of its theoretical advantages, and its problems will 
have been compounded, because their investments will have been so 
much larger, and—3 or 4 years from now—they, plus some new ones, 
will be back in this hearing room again. 

Mr. Cox, when I say affiliates in the larger markets will not hold 
still if pay television is thus successful, I would like to refer you to a 
fling with the Commission by station WMAL here in Washington, 
a station owned by the Evening Star, an ABC affiliate. It conducted 
30-day experiments with subscription television. It filed with the 
Commission, stating that it believed that this was a bad service, but 
that if ever authorized, and it ever took hold, much as they disliked 
it the economic pressures would force them to go over to pay tele- 
vision. 

Mr. Cox. Now, in this general connection, I take it that you, per- 
haps unlike Mr. Fellows, have read Dr. Alexander’s study and are, 
therefore, familiar with the fact that he concludes that there is a 
maximum possible support from advertising revenues, in the fore- 
seeable future, for only 588 stations operating in 217 markets? 

Mr. Satant. Yes; I have read that. 

Mr. Cox. Now, if this analysis is correct, then is it your position 
that there is no hope at all in the additional revenue that might be 
derived from this source—to permit a broadening of the base of our 
broadcasting system beyond the limits which Dr. Alexander sees 
there ? 

Mr. Satant. No hope at all is a little bit too much for me to say. 
There may be a few extra stations, but at the cost of less service, and 
less entertainment and education in the average home, and in most 
places. 

But let me address myself to Dr. Alexander’s study. I would like 
tomake two comments on that. Dr. Alexander is our economist. This 
is his economic study, and we accept his conclusions. It is our job 
to prove that Dr. Alexander is wrong. 

Mr. Cox. However, your engineers, in their testimony on alloca- 
ro ma up with a system that produces even less stations—isn’t 
that so ¢ 

Mr. Satant. No, sir; most certainly not. The allocations proposed 
by our engineers propose more allocations than the present FCC 
allocations. 

Mr. Cox. In markets which can support them ? 

Mr. Satanr. Nationwide. That allocation did not put channels 
only in markets where Dr. Alexander thought they could be supported. 
There are allocations in hundreds and hundreds and hundreds of 
other places. 

Mr. Cox. You left the FCC allocations in the markets which, to 
date, have been unable to support stations, and which, according to 
Dr. Alexander’s analysis will not be able to support stations. 
_Mr. Sarant. Let me address myself to that, because I ought to get 
that out of the way. I have read the Alexander report, and on page 1 
It says: “in the Tenses future, of course, the economics of the 
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industry may, and indeed probably will, change so that a large; 
number of stations can eventually be supported. The minimum cog 
of running a station may decline, and increased advertising revenues, 
particularly from local sources, will undoubtedly be forthcoming, 
Such was the history of radio broadcasting, and a similar development 
may be expected in television.” 

This was written on October 5, 1955. Those developments have 
almost come. 

Mr. Cox. You are referring to the Ampex tape recorder, and 
things of that sort ? 

Mr. Satant. And the automation; the $50,000 package. 

As I say, it isn’t an economist’s job to invent, to push to new fron- 
tiers. That is the job of the industry, and we are going to do that. 

Mr. Cox. I certainly hope so. 

Mr. Saxant. In sum, pay television will not be additive in terms 
either of programs or of stations. But even if perhaps there might 
be a few new stations, the price of loss of free television is far too high 
for the limited good that might be accomplished. What the pay tele- 
vision proponents suggest requires the more than 99 percent of the 
American people who are now receiving television service (almost 9 
out of 10 of wien get a choice of 3 or more signals) to sacrifice all of 
the benefits of the free television system. Even those persons in areas 
where the few wholly hypothetical new services might be created 
would get less service rather than more. Clearly a family gets less 
television service when it must pay for programs during the most 
desirable hours of the viewing day. 

Upon analysis, it develops that pay television would add neither new 


programs nor new service. It is simply what its name implies, a sys- 
tem for extracting pay. 


4. THE FALLACY OF THE PUBLIC TRIAL 


Failing all other arguments, the pay television proponents have 
urged that there be an end to this discussion and that the decision be 
left to the public by trial of pay television in the market place. In 
substance, they say that the Congress and the Commission should stop 
bothering about the question whether it is in the public interest to us 
the air waves to black out free television. They want nothing more 
than a victory in advance, without hearing or decision. 

At first glance, the proposal to let the public decide has a surface 
attraction. Its attraction dissolves on analysis. None of the advo- 
cates of this concept of a public trial has ever specified just what they 
are proposing to test, what the public is supposed to choose betweet, 
and how much of the public will make the decision. What are the 
ground rules, and how is it proposed to tell whether pay television has 
won or lost? 

Actually, the proposal does not involve a trial at all of whether the 
American people would rather pay or not pay to see television. We 
know the answer to that one in advance. If the public is given the 
choice of seeing any program free or paying for it, it will choose to see 
it free. But this so-called trial of subscription television does not 
propose to give the people that choice at all. It will give them only 
the choice of paying for the program or not seeing it. And we have 
seen there are many programs now being offered free which some of 
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the public would pay for rather than go without them. Surely that 
does not mean that the public prefers to pay for them rather than get 
them free. 

At this point, the lesson in economics which I went through before 
becomes so relevant again. We have seen how if one-tenth of the 
families now watching the Ed Sullivan show paid 50 cents for it, 
the program would be lost to free television and 90 percent of the view- 
ing families would be deprived of it. We have estimated that, gen- 
erally, if one-twentieth of the people who watch a popular half-hour 
show were willing to pay 25 cents to keep on seeing it rather than 
losing it altogether, the revenues from that one-twentieth would be 
enough to take it away from the remaining nineteen-twentieths. 

All such a test in the market place would prove, therefore, is that 
pay television promoters can succeed economically on the money that 
asmall minority of the people will pay—because they must to keep on 
seeing what they are now seeing free. 

Mr. Cox. You presuppose that you cannot devise or discover any 
other offered entertainment which would win their support, particu- 
larly on the basis of the differential in cost. That is, I assume, if sub- 
sription television went on the air in Chicago, New York, and Los 
Angeles, that neither CBS nor the other networks would go out of 
business just because Ed Sullivan might have been lured away, and 
that you would do — best to discover new talent, to shift talent you 
already have available, and to compete on a program-for-program 
basis at that time in those markets? 

Mr. Sauant. Of course, Ed Sullivan is generic. I don’t mean just 
Ed Sullivan. Again, this is long run. I would think that if this test 
were to be run you could satisfy the proponents of pay television— 
and I don’t blame them—only if you gave them a long enough time to 
get into enough markets to create the opportunity to get a large enough 
audience so that they could give you the kind of programs they are 
talking about. Once that happens your siphon is there. 

I don’t think that you can test whether the public wants it or doesn’t 
want it by taking 1 or 2 markets, because they could say “This isn’t a 
fair test. We don’t have a large enough audience here. What pay tele- 
vision has to be tested by, and on, is on a nationwide basis.” 

Mr. Cox. I take it advertisers have found television a very effective 
medium, and they would not wish to lose the advantages they get from 
its use merely because of the development of subscription service. 
And if they were excluded from advertising on subscription stations 
ly the FCC they would be willing to pay what they now pay, and 
Leia a little more, to back you up in your efforts to continue to pro- 
vide free program service that would continue to attract the great 
majority of the viewers in the country to whom they want to sell their 
products ? 

Mr. Satan. I would hope so, Mr. Cox, but I have no confidence in 
that. You have your audiences fractionalized to begin with. You 
have enough money. I don’t think that advertising, with $150,000 
that it spends now, will up that budget to $850,000 in order to compete. 
Even advertisers have a limit on their purses, I am afraid. 

Mr. Cox. But this, again, presupposes, it seems to me, that Ed Sulli- 
van is irreplaceable. 

_ Mr. Sanant. That is why I make Ed Sullivan generic. Of course he 
is not irreplaceable, but in the public mind there are stars, and there 
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are always stars who cannot be matched. They may disappear 4 years 
from now, or 5 years from now. But at the moment they are irre. 
placeable, and those irreplaceable ones who give you the primary at. 
traction—the thing that brings people to turn on their sets, the thing 
that gets people to buy television sets in the first place—those you must 
have to survive. 

This proposal is, in fact, wholly antithetical to our traditions of 
free choice by the many Oniey- The proposed public trial does nothing 
more than give the pay television promoters a chance to get rich and 
one wealthy televiewer a chance to take away a program from 19 of 
his neighbors. 

Such a public trial would not measure the usefulness of pay tele. 
vision in the public interest at all. It would measure only the eco. 
nomic power of the pay television promoter to deprive the American 
public of an attraction which it wants. I would suppose that if a 
coin attachment were to be put on public water fountains during a 
hot day in July, so that it would cost a nickel to get a glass of water, 
some proportion of the public would put nickels in the slot. This 
would not prove that putting a coin slot on public water fountains 
is in the public interest. It would only prove that some people are 
so thirsty that they would pay for the water if they could not get it 
free. In that sense, pay television will be “successful”—that is, 
profitable—in the precise measure that it deprives the public of tele. 
vision programs that, except for pay television, they would have 
enjoyed free. 

CONCLUSION 


Because CBS is in favor of free television, we are against pay 
television. We are for the best entertainment, and the greatest 
amount of information, education, and enlightenment for the most 

eople. This objective can best be attained through free television; 
it will be wholly frustrated by pay television. 

Peshape the networks, which have been most successful in provid- 


ing the kind of home entertainment and information which people 
want, could make a fortune out of pay television. We do not knov. 
We do know that free television has provided an important service to 
the people, and that we owe it our fullest support. Whether or not 
our business judgment is correct, it does seem that our moral judg- 
ment is impeccable and that our position lies most clearly on the side 
of the public interest. We see no justification for taking a great 
natural public resource and limiting its enjoyment to those who can 
pay. 

So far, pay television has largely been an abstract issue to much of 
the public; it is only a cloud no bigger than a man’s hand. 

The more the people learn about pay television, the less they think 
of it. We are persuaded that if the people are ever confronted with 
pay television as a reality, if they are ever faced with the choice of not 
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watching programs and stations or paying for the privilege of using 
their television sets in their own living rooms, there will be an enor- 
mous resentment. If the people are ever faced with the necessity of 
attaching a gadget to their television sets at their own expense and 
then paying for each program that they want to see, their hopes, 
expectations, and their rights would be betrayed. We believe that 
families have made their investment in their television sets on the 
reasonable assumption that they would be able to enjoy without fur- 
ther payment whatever signals are within range of that set. 

The Government would be breaking faith with the public if it 
deprived them of the realization of that expectation. 

Mr. Cox. Would you agree with Mr. Fellows in his testimony -yes- 
terday that this would not be objectionable if subscription service were 
offered by a cable ? 

Mr. Satant. We could have no objection to that. 

Mr. Cox. That, however, would still raise the possibility that if it 
were extensively enough installed it would siphon away your programs 
and dilute your audiences ? 

Mr. Sauant. You are quite right. We can only object, and do object, 
tousing the free waves for performing this undesirable consequence. 

Mr. Cox. Isn’t there also a possible distinction—as is pointed out in 


your comments in the proceedings before the Commission—that you 
do not regard it as feasible to install it on cable, because of the 
expense ? 

Mr. Satant. We are confused by that, Mr. Cox. We have reached 
no conclusion. It has been impossible to study it thoroughly. Mr. 
Shapp says that it is more economical. We take no position because 


Mr. Alexander has been too busy. 

Mr. Cox. Isn’t it true that some three hundred or four hundred 
thousand families are now paying from $3.50 to $7.50 per month for 
television service, not on a program basis, but through the use of com- 
munity antenna facilities ? 

Mr. Satant. I don’t know the figures, but I will accept that for the 
purposes of discussion. Yes, there are undoubtedly many families 
who are paying to get their signals through community antennas be- 
cause that is the only way they can get them. It is our hope, and it is 
our expectation, that boosters, satellites, new inventions, will wither 
away the community antenna so that people who are now paying for 
that service will get it free. 

Mr. Cox. But it does indicate a willingness to pay in order to get 
the programing that is now being offered ? 

Mr. Satant. You are quite right. That is a basic assumption I 
make: That they are willing to pay, and our own poll showed that 
a war pay—a minority of them pay—enough of them to make a 
go of it. 

Senator Scnorprer (presiding). Thank you, sir. 
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(The appendix and the supplemental memorandum referred {, 
earlier in Mr. Salant’s testimony are as follows:) 
APPENDIX 


Some HIGHLIGHTS OF THE CURRENT TELEVISION SEASON, 
SEPTEMBER 1955 To JuNE 1956 


Plays and musicals 
ORIGINALLY PRODUCED FOR THEATER AUDIENCES 


Production Cast Network Date 


celia 

The Skin of Our Teeth Helen Hayes, Mary Martin, George | NBC | Sept. 11,1955 

Abbott, Florence Reed. 

Our Town (musical adaptation) --......| Frank Sinatra, Eva Marie Saint -....| NBC | Sept. 19, i955 

di Jeannie Carson, Wally Cox, Billand | NBC | Oct. 1,19; 

Cora Baird. 

Time Out For Ginger Jack Benny, Ruth Hussey CBS | Oct. 6,1955 

Cyrano de Bergerac Jose Ferrer, Claire Bloom NBO | Oct 17,1955 

Alice in Wonderland Eva Le Gallienne, Martyn Green NBC | Oct. 23,1955 

The Caine Mutiny Court Martial liege _— Barry Sullivan, Frank CBS Nov. 19, 1955 

vejo 

The Devil’s Disciple Maurice Evans, Teresa Wright, NBC Nov. 20, 1985 
Ralph Bellamy. 

aa, Redgrave, Hermione Gin- CBS Do. 


= Jeffreys, Rotert Sterling, Cyril| NBC | Nov. 26,1955 
Ritchard, Cornelia Otis Skinner. 

Vivian Blaine, Hal March - NBC | Dee. 11,1955 

Eartha Kitt, Leo Genn, Patricia Neal.| CBS | Dec. 18 195 

Eva Le Gallienne, John Kerr, Joan| NBC | Jan. & 19 


Helen Hayes, Franchot Tone CBS Jan, 8 19% 
» Mary Martin, Cyril Ritchard NBC | Jan. 9.1956 
Blithe Spirit Noel Coward, Claudette Colbert, CBS Jan. 14,1956 
Lauren Bacall. 
The Good Fairy ; Julie Harris, Walter Slezak, Cyril NBC Feb. 5, 19% 
Ritchard. Roddy McDowall. 
Caesar and Cleopatra Sir Cedric Hardwicke, Claire Bloom, Mar. 5, 1956 
Jack Bowkine, Judith Anderson, 
Cyril Ritchar 
High Tor (muscial adaptation) Bing Crosby, Tlie Andrews Mar. 10, 1956 
The Taming of the Shrew Maurice Evans, Lilli Palmer Mar. 18, 1956 
The Barretts of Wimpole Street Katharine Cornell, Anthony Quayle. - Apr. 2,195 
Twentieth Century Betty Grable Orson Welles Apr. 7, 1956 
Dodsworth Fredric March, Claire Trevor Apr. 30, 1956 
This Happy Breed Noel Coward, Edna Best May 5.19% 
Up in Central Park Cast not yet announced May 12, 1956 
The Old Lady Shows Her Medals Gracie Fields, Jackie Cooper May 23, 1956 
Bloomer Girl Cast not yet announced May 28, 1956 
d June 2,195 
do June 9, 1956 
The Victor Borge Show (highlights | Victor Borge June 14. 1956 
from Comedy in Music). 


ESPECIALLY CREATED FOR TELEVISION 


Judy Garland Show eer 
e 
The Expendable House assavetes, Glenda Farrell 
Together With Music Mary iain, Noel Coward 
Incident in an Alley Farley Granger 
The Maurice Chevalier Show —— ae Marcel Marceau, 
e 
A Christmas Carol Fredric March, Basil Rathbone 
Christmas With the Greatest Show on 
Earth (a 1 hour remote from the win- 
ter quarters of the Ringling Bros. 
Barnum & Bailey Circus). 
Dino Ralph Meeker, Sal Mineo 
Hume Cronyn, Jessica Tandy 
mypeuens ® assey, Lillian Gish, Jack 
ies 


Ruth Hussey, Kim aot: 
Glenda Farrell , Frank McHugh 
Joe Kim Stanley, Anthony Perkins 
A Night To Remember (story of the | Claude Rains, narrator 
sinking of the Titanic). 
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Movies 


HIGHLIGHTS OF NETWORK SHOWINGS 


Production 


Cast 


The Constant Husband. .-...........-- Rex Harrison, Kay Kendall, Mar- 


Caesar and Cleopatra 

A Double Life 

The Lavender Hill Mob 
The Promoter 

The Red Shoes 


The Mikado 

Stairway to Heaven 

The Importance of Being Earnest 

O08 Matt SIR 3 cnwcscscswccungnenneonen 
Adam and Evalyn 

Richard IIT 

Madonna of the Seven Moons 


garet Leighton. 
Claude Rains, Vivien Leigh 
Ronald Colman 


do 
Moira Shearer, Anton Walbrook 
Anthony Steel _- 
Jack Hawkins 
Martyn Green, Kenny Baker 
David Niven, Kim Hunter 
Michael Redgrave, Joan Greenwood. 
James Mason, Robert Newton 
Stewart Granger, Jean Simmons _____ 
Sir Laurence Olivier, Claire Bloom___. 
Phyllis Calvert, Stewart Granger 


Network 


NBC 





HIGHLIGHTS OF LOCAL STATION SHOWINGS 


Breaking the Sound Barrier 
The Captain’s Paradise 

The Man in the White Suit 
Great Expectations 


The Fallen Idol 
Kind Hearts and Coronets 


Sir Ralph Richardson, Ann Todd 
Alec Guinness, Yvonne de Carlo 
Alec Guinness, Joan Greenwood 
John Mills, Valerie Hobson, Jean 


Simmons. 
Sir Ralph Richardson, Michele 


Morgan. 
Alec Guinness, Dennis Price 


Quartet, 4 Somerset Maugham stories...| Dirk Bogarde, Mai Zetterling-.-__..---| 


The Browning Version 
Tales of Hoffman 


The Great Gilbert and Sullivan 
The Seventh Veil 

Black Narcissus - 

Mourning Becomes Electra 


Michael Redgrave, Jean Kent 

Moira Shearer, Robert Rounseville, 
Pamela Brown. 

Maurice Evans, Robert 

James Mason, Ann Tod 

Deborah Kerr, Jean Simmons 


Rosalind Russell, Michael Redgrave. - 


Public affairs and other informational programs 
HIGHLIGHTS FROM PROGRAM SERIES 


Face the Nation 


Subject 


The ist foots in the story of the 
West, with Bernard De Voto and 
Dr. George Gaylord Simpson. 

1st in a series on the world’s waters 
describi poe and geographical 
aspects of the sea. 

Rebroadcast of the Family of Man 
which won 2d prize for TV films 
at the Venice F Festival. 

The 2d in the western series (Mesa 
Verde National Park, Colo.), with 
Bernard De Voto and archeolo- 
Ge Nussbaum and David 

a 


The search for oil 

The Universe and the Solar System, 
a remote broadcast from New York’s 
Hayden Planetarium. 

A remote from the Catalina Reef in 
California examining sea life of the 


area. 
Henry Cabot Lodge, Jr., Chief of 
ae States delegation to the 
« aN. 

Gen. Eduardo Lonardi, provisional 
oe 6 ft AFL 
e Meany, president of / 

Clo. 


Gen. Maxwell D. Taylor, Chief of | 


Staff, U. S. Army. 


Adm." Lewis Strauss, Chairman, | 


Atomic Energy Commission. 


CBS 


CBS 


CBS 


CBS 





Network 


Date 
acamathdeaaenalios 


Nov. 6, 1955 


Do. 
Nov. 14, 1955 
Nov. 20, 1955 
Dec. 11, 1955 
Dec. 25, 1955 
Jan. 15, 1956 
Jan. 17,1956 
Jan. ~29, 1966 
Feb. 5, 1956 
Feb, 12, 1956 
Feb. 19, 1956 
Feb. 26, 1956 
Mar. 11, 1956 
Mar. 25, 1956 








Date 


Oct. 9, 1955 
Oct. 30, 1955 
Nov. 6, 1955 


Nov. 13, 1955 
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Public affairs and other informational programs—Continued 
HIGHLIGHTS FROM PROGRAM SERIES—Continued 





Series 


Let’s Take a Trip 


Pend Teen, «, cedckaccnssccccone 


Biss the Pieih.... occcscntcetntatitecsdan 


CU isal, Ditisncececeteccsncscetauens 


Report Card 


See It Now, with Edward R. Murrow.- 


YoujApe there............005 0%: 


Wide Wide World 


Subject 


| 


| lene 

| To Washington, D. C., to 
Christmas for Peace pageant. 

| To the American School of Ballet 
(New York). 

To New York International Airport_-- 

Toan Arabian horse ranch (California). 

To the Oakland Bay Ferry (Cali- 
fornia). 

Treatment of infectious diseases_---_-_.- 

| Live telecast from Cook County 
Hospital, Chicago, showing the 
treatment of an accident victim. 

From U. 8S. Public Health Service 


attend | | 





Hospital at Lexington, Ky., the 
study and cure of a narcotic addict. 

| Glass of Fear, deals with hypochron- 
dria with Richard Boone as Dr. 
Konrad Styner. 


| If Tomorrow Be Sad, study on mul- 


tiple sclerosis with Richard Boone 
as Dr. Konrad Styner. 

Awaken to Spring, dramatizes the | 
problem of euthanasia, or mercy | 
killing. 

Abba Eban, Ambassador from Israel_- 

Gov. Goodwin J. Knight, of California. 





Sinclair Weeks, Secretary of Com- 
merce. 

V. K. Krishna Menon, U. N. Ambas- 
sador at Large from India. 

Former President Herbert Hoover. - -- 

Thomas E. Dewey 

Series of 3 programs on the United 
States Constitution; with Joseph 
Welch, narrator. 

A boyhood reminiscence with James 
Thurber, 

Visit to Harvard University describ- 
ing the contributions made by the 
American University and college 
with Harvard President Nathan M. 
Pusey, Senators. Leverett Salton- 
stall and John Kennedy, 
W. Barry Wood, Jr., physician. 

Series of 5 programs presented in con- 
nection with the White House Con- 


and Dr. | 





ference on Education. 


The Vice Presidency, 
American Lottery 
The Nation’s Schools, 

Creek. 
The Farm Problem, 
Abundance. 
Egypt and Israe! _- 
Report from Africa (in 2 parts) 


the Great 
Ballots at Bear 


A Crisis of 





Surrender of Lee to Grant at Appo- 
mattox, - 

The Chicago Fire - _- 

The Discovery of Radium - 

Washington Crosses the Delaware. -- 

The Capture of John Wilkes Booth- -- 

The Discovery of Anesthesia _-. 

A live TV pickup from Habana, Cuba; 
with Dave Garroway, narrator. 

Juarez, Mexico; 30th anniversary cele- 
bration, with Aztec dancers, Mexi- 
can hat dancers, parades, marathon 
runners; with Dave Garroway, 
narrator. 

Quebec, Canada; 


Juarez, Mexico; 


Habana, Cuba; ‘how do people pre- 
t with Dave | 


pare for Christmas; 
Garroway, narrator. 


Network 


CBS 
CBS 
CBS 
CBS 
CBS 
CBS 
ABC 
ABC 
ABC 
NBC 
NBC 
NBC 


NBC 
NBC 
NBC 
NBC 
NBC 
NBC 
CBS 
CBS 


CBS 


Date 


! 
| Nov. : 


| Feb. 


Apr. 
Apr. 


Jan. 


Feb. 


Feb. 


Oct. 


Apr. 
Feb. 
Feb. 





Mar. 


Mar. 26 


Mar, 
Mar. 


Mar. 


| Dec. 25, 1955 


| Dec, 2 


Nov, 2 


, 1956 


, 1956 


Oct# 23) 195 
Nov. 


Nov. 5 


Dec. 1 


. 18, 1955 
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Public affairs and other informational programs—Continued 
HIGHLIGHTS FROM PROGRAM SERIES—Continued 


Series Subject Network Date ! 


The Bahamas, British crown colony; NBC Jan. 29,1956 
with Dave Garroway, narrator. 

Ensenada, Mexico; New Orleans for NBC Feb. 12, 1956 
the Mardi Gras; Quebec, Canada, 
for their Mardi Gras: Tampa, Fla., 
for the Gasparilla Pirate Festival; 
with Dave Garroway, narrator. 


De 


HIGHLIGHTS OF SPECIAL BROADCASTS 


Look at Russia | | Special film report on the life of the } } Oct. 23, 1955 
ordinary citizens of Moscow and | 
rural Russia. 

Conversations Informal discussions with leading ; Nov. 6, 1955 
figures from the world of govern- 
ment, letters, and other fields. With | 
former President Herbert Hoover | 
as a recent guest. | | 

Conquest. ...-.---------------------.---| A documentary on great sachieve- CBS | Nov. 19, 1955 
ments of the 20th Century. 

Assignment India-_.......- see maiden -| With Chester Bowles, former Ameri- | NBC Nov. 24, 1955 
can Ambassador to India. | 

Nightmare in Red Special film report on the Russian | NBC | Dec. 27,1955 
Revolution and the Soviet regime. | 

Antaretica—The Third World Special film report on the expedition | NBC | Feb. 26,1956 
led by Admiral Byrd, with Bill 
Hartigan, who went w ith the expedi- | 
tion as narrator. 

The twisted Croes..................... 4 fase of the rise and fall of Adolfi NBC Mar. 14, 1956 

itler. | 

Out of Darkness - - - ....| A study of the problem of mental ill- CBS | Mar. 18, 1956 
ness, with comments by Dr. W. C. | 
Menninger and with Orson Welles | 
as narrator. 

Hall-Butiler debate --- Leonard Hall and Paul Butler, chair- S Mar, 25, 1956 
men of the Republican and Demo- 
cratic National Committees, re- 
spectively. 








Other cultural programs 


| Network | Date 


MUSIC AND DANCE 


[ 

“Griffelkin,” with Adelaide Bishop and Mary Kreste (NBC Opera Theater)....| NBC Nov. 6, 1955 
The history of music from Beethoven to jazz, with Leonard Bernstein (Omnibus).| CBS Dee 4, 1955 
“Madame Butterfly,’’ with Elaine Malbin (NBC % ra Theater) NBC Do. 

“The Sleeping Beauty,” presented by The Sadler’s Wells faeeneee of England, 

with Margot Fonteyn (Producer’ 's Showcase) NBC Dec. 12,1955 
“Amahl and the Night Visitors,’’ with Bill McIver (The Alcoa Hour) ------- NBC Dee. 25, 1955 
Handel’s oratorio, ‘“’The Messiah,” featuring William Warfield, Gloria Lane, and 

David Lone (Omnibus) CBS Do. 
The Azuma Kabuki Dancers (Omnibus) CBS | Jan. 1,1956 
“The Magic Flute,” with Leontyne Price and William Lewis (NBC Opera 

1) on NBC Jan. 15, 1956 
“Festival of Music, with Marian Anderson, Jussi Bjoerling, Zinka Milanov, Jan 

Peerce, Roberta Peters, Gregor Piatigorsky, Arthur Rubinstein (Producer’ s 

Showcase) NBC Jan. 30, 1956 
“The Story of a Ballet,”” Maria Tallchief and Nicholas. Magallanes demonstrat- 

ing how a ballet is created (Camera Three) - CBS Feb. 19, 1956 
“History of the Ballet,’’ narrated by Agnes de Mille. Classic ballet illustrated 

by Andre Eglevsky, Diana Adams (Swan Lake) and scenes from poms de i 

Mille’s ballets for “Oklahoma” and “Paint Your Wagon” (Omnibus) _- CBS Feb. 26, 1956 
“The Trial at Rouen,” with Elaine Malbin W BC Opera Theater) ____- a NBC Apr. 8, 1956 
‘Marco Polo,” with Alfred Drake, Doretta Morrow (Max Liebman Presents). _| NBC Apr. 14, 1956 
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Other cultural programs—Continued 





Network Date 


POETRY AND ART 


The Renaissance (Omnibus) CBS Oct. 9, 1955 
A Child Is Born, musica] version of ‘Benet’s play in blank verse (GE Theater)... CBS Dec. 25, 1955 
Programs on painting and peotry with examples from the works of Toulouse- CBS Mar. 18, 1956 

Lautrec and Dylan Thomas (Camera Three) {Mar 25, 1958 
Reading of Walt Whitman’s prose work Democratic Vistas. This essay, with 

some of Whitman’s verse, was narrated by Ted Pearson and featured reading 

by Lois Nettleton and Jean Stapleton (Camera Three) CBS | Feb. 26,1956 
Readings of the poetry of Emily Dickinson by Lois Nettleton (Camera Three)--.| CBS Mar. 4, 1956 
The Intricate Image of Dylan Thomas, John Ciaradi, poet and critic, analyzes the 

Welshman’s peotry (Camera Three) CBS | Mar. 25, 1956 
Even the Weariest River, with Franchot Tone and Boris Karloff (The ‘Alcoa’ 

Hour) - . NBC Apr. 15, 1956 
James Mason reading. Jenny Kissed Me, by Leigh Hunt, and Por hyria’s a 

by Robert Browning amela Mason reading How Do I Love Th Thee, b 

Elizabeth Barrett Browning. Richard Burton reading Oh Happy Love, wy 

Robert Burns (Trio) (‘) 
James Mason reading excerpts from The Ocean, by Lord Byron, and In Cabined 

coy at Sea, by Walt Whitman. Richard Burton reading — for All Ships, 

Valt W hitman (Trio) 


1 Syndicated film. 
Religion 
HIGHLIGHTS FROM SERIES 


—$ 


Series Subject Network Date 


Lamp Unto My Feet.| A = Yom Kippur program, with Rabbi Charles CBS Sept. 25, 1955 
ulman, 
Readings from the Bible, Old and New Testaments in CBS Dec. 11, 1958 
connection with Bible Sunday, with William 8S. 
Asbury. 
Foundation, celebrating the 250th anniversary of the CBS Jan. 15,1956 
Tranquebar Mission founded by German Lutherans 
| in India, with Dr. George F. Hall. 
Look Up and Live__..| A special Thanks iving program with Michael Kane ...| CBS Nov, 20, 1955 
| Tee Cees arol Show, with the Reverend Alvin CBS Dec, 18, 1955 
ershaw. 
The symbolism of Lent, with Msgr. John J. Dougherty..| CBS Mar, 4,1956 





HIGHLIGHTS OF SPECIAL BROADCASTS 


Christmas Eve Service from Washington, D. C. Na- Dec. 24, 1955 
tional Cathedral. 
Midnight Mass from St. Patrick’s Cathedral in New Do, 


York. 
rE = and Country, presented by the American Feb. 5, 1956 
on, 
The Easter Story, in coo’ jon with the Protestant Apr. 1, 1956 
Council of the City of New York. 
The Miracle of Love (film telling the story of Easter, Do. 
presented by the National Council of Churches of 
Christ in America). 
Easter service with Dean James A. Pike celebrating the Do. 
Evening Office of Easter Da: & hepa Cathedral of 





St. John The Divine in New 


Sporte 


Event Network Date 


Boxing......._...._......| Archie Moore versus Carl “Bobo” Olson (light-| ABC | June 22,195 
heavyweight championship). 
Jimmy Carter versus oe allace (Bud) Smith (light-| ABC | June 27,1955 
weight championship) Oct. 19, 1955 
Horseracing-___________.| Swaps versus Nashua (The Dream Match)...........| CBS | Aug. 31,1985 
National singles championships, from Forest Hills....| NBC am * = 
p 
Baseball................| World series (Brooklyn Dodgers and New York NBC | Sept. 28, 1985 
Yankees). > ao 
c 





Boxit 
Bow] 
Hors 
Boxil 
Bask 
Hors 
Golf. 


Bow! 


BS Seana Ss ! 


Ee ee 


Boxing 
DBi.wc-=< 
Football 


Bowling - 
Horseracing-......------ 
Boxing. - 

Basketball 


Horseracing 


Horseracing 
Do._-.-. 
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Sports—Continued 


Army-Navy game 


Carmen Basilio versus Tony De Marco (welterweight 
championship). 


.| Carl “Bobo” Olson versus Sugar Ray Robinson 


(middleweight championship). 

Professional football championship (Cleveland Browns 
versus Los Angeles Rams). 

Cotton Bowl (Texas Christian University versus 
a 

Sugar Bow! (Pittsburgh versus Georgia Tech) 

Orange Bow! (Oklahoma versus Maryland) 

Rose Bow! (Michigan State versus UCLA) 


Sandy Saddler versus Gabriel “Flash’’ Elorde 
(featherweight champicnship). 

Championship (Don Ellis versus Ray Schanen)...-_..-. 

Widener Handicap from Hialeah Park, Miami 

Carmen Basilio versus Johnny Saxton (welterweight 
championship). 

National Invitation Tournament (Duquesne versus 
Oklahoma). 

Gulfstream Handicap from Hallandale, Fla 

Masters Golf Tournament 


Ned Day, of Milwaukee, versus Buddy Bomar, of 
Chicago (both former United States match cham- 
pions). 

Kentucky Derby, from Churchill Downs 

The Preakness, from Pimlico 


. 26, 1958 
* 30, 1955 


9, 1955 
. 26, 1955 
2, 1956 
Do. 
Do- 
Do. 
Jan. 18, 1956 
Feb. 18, 1956 
Do. 
Mar. 14, 1956 
Mar. 17, 1956 
Do. 
Apr. 6, 1956 
Apr. 7, 1956 


Apr. 8, 1956 
Do. 


May 5, 1956 
May 19, 1956 


Do. ____......} The Belmont Stakes, from Belmont...............---- June 16, 1956 


MEMORANDUM SUPPLEMENTING STATEMENT OF RICHARD S. SALANT, VICE PRESIDENT, 
CoLUMBIA BROADCASTING SYSTEM, INC., ON PAY TELEVISION 


Prepared for the 
Senate Committee on Interstate and Foreign Commerce, April 26, 1956 


INTRODUCTION 


Three groups—Zenith Radio Corp. and Teco Inc., Skiatron Electronics & Tele- 
vision Corp. and Skiatron TV, Inc., and International Telemeter Corp.—have re- 
quested the Federal Communications Commission to authorize subscription tele- 
vision operations,’ The arguments which those parties urged before the Com- 
nission, they now urge before this committee. Those arguments are in part self- 
contradictory, and in many points they are in conflict with each other. All of 
the arguments, however, make it clear that any system of pay television would 
spell the destruction of the best values of free television. 

We shall show (point I) that pay television is inherently adverse to the public 
interest because it would blackout free channels, divide the viewing audience 
= economic lines, and siphon program material away from free television and 
radio, 

The pay television promoters attempt to overcome those adverse consequences 
by claiming that their systems would: (@) Offer programs not presently available 
on free television; and (b) provide a solution to the problem of unutilized chan- 
nels which now faces this committee and the Commission. We shall demonstrate 
(point II) that pay television would not accomplish either of its purported ob- 
jectives. Weshall also show that one of the proponents, Zenith, apparently recog- 
hizes that free television’s growth has made obsolete its promise of new programs, 
and that it is now attempting to bolster the contention that pay television woud 
bea panacea for the allocation problem by making claims for its system which it 
branded as unsound only a short while ago. 

We shall also deal with the proponents’ argument that pay television should be 
siven a trial in the market place so that the American public can decide whether 


‘Those requests have been made in the pending rulemaking proceedings In the Matter 
of Amendment of Part $ of the Commission’s Rules and Regulations (Radio Broadcast 
Service) to provide for Subacription Television Service, docket No. 11279, hereinafter 
referred to as the “pay television proceeding.” The proponents will hereinafter be referred 
‘o as Zenith, Skiatron, and Telemeter. 
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it wants such a system. We shall show (point III) that the commercial succeg 
of a pay television trial would not prove that the majority of American familia 
wanted a pay system; it would merely prove that a small minority, presumably 
those in the upper income bracket, would pay enough for the most popular pro. 
grams, if they were no longer available free, to deprive the rest of the public 
of those attractions. 


I. PAY TELEVISION WOULD INEVITABLY HAVE EFFECTS ADVERSE TO THE PUBLIC INTEREs7 


Pay television would have three consequences which are clearly adverse to the 
public interest: (1) A blackout of channels dedicated to free broadcasting; (9) 
A division of the viewing audience along economic lines; and (3) A siphoning of 
present and prospective program material from free television and radio. 


(1) The blackout of free channels 


The pay television promoters propose to use channels now allocated to free 
broadcasting. While any station was carrying one of their programs, it would be 
blacked out for all those viewers who lacked decoders and for all equipped set 
owners who were unable or unwilling to pay for the program. Under the Zenith 
and Skiatron system, the viewer would receive a garbled picture and unintel. 
ligible sound. Under the Telemeter system, he would receive a “billboard” ani 
“barker” informing him what program he could view if he were able and willing 
to pay. 

If pay television were instituted in one-station markets, there would be a 
total blackout of free service while pay programs were being offered. In multi- 
station markets, it is also likely that the blackout would be complete since al] 
stations would strive to offer pay programs at the same time—during thé evening 
hours when most people want to watch television.* Those hours would offer the 
greatest opportunities for profit. Even if initially only one station were to carry 
pay programs, there would still be blackouts ranging from 50 percent to 33% 
percent of the channels in all 2- and 3-station markets. 

The promoters of pay television have attempted to dismiss the seriousness of 
the blackout by arguing that they would use only a small portion of the broadcast 
day and that free service would be available at all other times.*® That clain 
assumes that‘all viewing hours are alike as far as the public is concerned. The 
proponents apparently consider it immaterial that pay television would preempt 
peak-viewing periods and leave for free television those hours when working 
people are away from home or sleeping. 


(2) The division of the audience along economic lines 


Today, any family that has purchased a television receiver can watch any and 
all available programs. The taxi driver can view the same programs as the 
millionaire, and he does. Pay television would change this. Ability to watch 
would, for the first time, depend on ability to pay. Those who had sufficient 
money and were willing to pay would be able to see any programs that they 
desired. Those less fortunate—those families in the lower income groups who 
are most dependent on television—would become second-class citizens so far as 
television was concerned. If they lived in a market where pay television blacked 
out all free service during the prime evening hours, they would be forced to go 
without television service during those hours. If there were free service available 
from some station in their community, they would have to watch the less desirable 
programs left to free television after the cream had been skimmed off by pay 
television. Thus, pay television would divide the American viewing public along 
economic lines and destroy the democratic and unifying influence of our preseut 
system which serves rich and poor alike. 

The extent to which pay television would divide the viewing audience is shown 
by a consideration of the prices which the proponents would seek. To wateb 


2 Telemeter, stating that its system would not “be limited to a single broadcasting sta 
tion in a city,” adds that “it might be expected that several Telemetered programs over 
different stations might be presented during an evening.” Questions and answers about 
Telemeter, the only pay-as-you-see TV system. Skiatron has also admitted that “favorite 
times for commercially sponsored programs” would be affected by its proposal (principal 
comments in pay television proceeding, p. 65), and a sample weekly program schedule dis 
tributed by that company listed 5 of the 7 programs during prime evening hours. 

*In its principal comments in the pay television proceeding, Zenith suggests that the 
Federal Communications Commission limit the hours of pay broadcasting to 15 percent of 
a station’s annual broadcast time (p. ‘49) while Skiatron proposes a, 35-hour-per-week 
restriction (pp. 138-14, 65). Telemeter does not propose a time limitation but predicts 
that pay programs would occupy a “small percentage of the time on television stations 
(reply comments, p. 13). 
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pay programs, a family would first have to buy a decoder for $50 or more, or 
rent one for $20 or more a year.‘ A separate fee would then have to be paid 
for each program, with charges running as high as $1 or $2 per show.’ The pay 
television promoters have stated that they expect to collect $2 or more per week, 
or more than $100 per year, in program charges from the average television 
family. This is almost three times as much as the average family spent for 
,dmission charges to movies, theaters, and sports events in 1954.’ 

The proponents’ cost estimates are accompanied by assertions that the forces 
of the market place would always protect the public from unfair charges. Those 
assertions do not withstand analysis. It is clear that normal economic factors 
would keep any family from buying or renting more than one decoding device 
to attach to its receiver. If more than one system operated in any community, 
therefore, each family could get some programs but not others—one family could 
get the ball games but not the plays, another could get the plays but not the 
pall games. The natural and inevitable consequence would be that in each com- 
munity only one system would function. ,; Set owners, station licensees and pro- 
gram suppliers would all be forced to yield to the demands of the operator of 
that system in order to participate in pay television. Monopoly is a built-in 
feature of a pay system. 


(8) The siphoning of free programs 

The pay television promoters would inevitably seek to appropriate the most 
popular programs now presented on television as well as the outstanding attrac- 
tions that would otherwise come to television. 

Economic forces would drive pay television to seek free programs.—A consider- 
ation of the economie forces which must of necessity prevail demonstrates that 
the box-office operators of pay television would seek the most attractive programs 
of free television. The proponents have staked their case on the ability of pay 
television to extract from the public more money than advertisers spend for pro- 
grams. They have conceded that the huge revenues which they envisage can be 
obtained only by selling programs to mass audiences.’ And they have asserted 
that there is a scarcity of attractive mass-audience programs.” Free television, 
however, offers a rich store of programs with built-in mass audiences. The 
programing of free television has induced 35 million families to purchase receiv- 
ers and they watch that programing on an average of about 6 hours a day. It 
would be impossible to build a system of pay television which did not utilize the 
same types of programs, 

The proponents have admitted that they want to take programs from free tele- 
vision for their systems.—The proponents have admitted that they will seek such 
programs. An analysis of their program promises (pp. 16-28, infra) shows that 
they plan to offer the same type of attractions for pay as are now available to 
the American public without cost. 

All the proponents frankly admit that they would attempt to appropriate the 
most popular sports programs now presented on free television. For example, 
Matthew Fox, president of Skiatron TV, is reported to have said: “The only 
thing we want that’s now on free television are the top sports events—and the 


‘Skiatron proposes that decoders be sold and estimates that the initial retail price 
would be about $40 or $50; that price does not include the cost of installation or of an 
installed UHF antenna. The other proponents intend to rent decoders to the public. 
Zenith states that monthly rental rates might be between $1 and $2, while Telemeter indi- 
cates that the rental would ——— be a percentage of the receipts in a viewer's coinbox. 
Foedee) comments in pay television proceeding: Skiatron, pp. 26-27; Zenith, p. 36; 

elemeter, p. 31. 

5 Principal comments in pay television proceeding: Skiatron, p. 27; Zenith, p. 37; 
Telemeter, pp. 26-28. 

*Telemeter’s principal comments in pay television proceeding, p. 29; statement by the 
president of Skiatron Electronics, the New York Times, June 9, 1953, p. 35; Millard C. 
+ economic consultant to Zenith, address before the National Press Club, April 14, 

*The average expenditure on admissions was $35.60, based on total expenditures on 
admissions in United States, U. 8. Department of Commerce, O. B. E., Survey of Current 
Business, July 1955, p. 19, divided by average of sales management estimates of total 
United States families, interpolated to mid-1954. 1: 

‘Principal comments in pay television proceeding: Zenith, pp. 44-43, 56; Skiatron, pp. 
41-43, 48; Telemeter, pp. 23-24, 29. Telemeter estimates that television advertising reve- 
nues will reach $1,450 million in 1960 and about $1.850 million in 1965. For the same 
2 years it forecasts possible revenues from pay television exceeding $5 billion and $6 billion, 
respectively. (Id., p. 29.) 

* See p. 27, infra fb. 1325}. 

Pay television proceeding: Zenith’s principal comments, pp. 4, 49; Skiatron’s reply 
comments, p. 19; Telemeter's reply comments, p. 13. 


75589—56—pt. 3——-18 
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sports promoters agree with us on this.” Paul MacNamara, Telemeter vice 
president is quoted as having said: “The first programs we'll offer will be sports, 
Big-league baseball, NCAA football, the International Boxing Club—they’ve 4)) 
committed themselves to come in at the beginning.” ” Zenith has promised the 
world series,“ and the Rose Bowl and Army-Navy games,“ all of which are 
available on free television ; and it has stated that the “promoters of fights, foot. 
ball, baseball, and other top sports attractions are urging us to get going.” “ 

The proponents have conceded, however, that they desire more than just the 
top sports attractions now shown on free television. Skiatron does not limit it. 
self to sports events when it concedes that “subscription television will compete 
with the networks for talent.” ” Similarly, Telemeter has stated: ” 

“The third objection which is voiced against pay-as-you-see television is that 
it will siphon desirable programs away from free television. The answer is that 
pay-as-you-see television will siphon programs only if it gives customers their 
money’s worth. And free television will be doing its utmost to keep its viewers 
and programs. Again competition will determine who is able to attract the best 
programs.” 

Telemeter here clearly admits that it would “siphon programs” if it could 
(1) give “customers their money’s worth” and (2) successfully compete with 
free television for those programs. Both conditions would be met. We shall 
show (pp. 9-10, 12, infra) that a sufficient number of customers would be willing 
to pay for programs if they were not otherwise available. As for the second 
condition, Telemeter and the other proponents have repeatedly boasted that 
they would be able to spend more for programs than advertisers; consequetly, 
free television would lose its best programs. 

Zenith is less indirect than Telemeter about its desire to appropriate the most 
popular programs of free television. For example, the president of Zenith made 
the following wistful estimate of what the American public would have paid 
to see Peter Pan if pay television had been able to bid it away from free tele- 
vision. 

“Approximately 20 million television receivers were tuned to this program. 
with the same show on subscription television, and the same audience paying 
25 cents per set to watch the attraction at home, the box office would have received 
$5 million to be divided between the producer, the distributors, and the broad- 
casting stations,” 

If Zenith admits that it wants programs like Peter Pan, it is clear that it would 
also try to appropriate programs like the following attractions which were seen 
on free television during the past year: 

The Caine Mutiny Court-Martial (with Lioyd Nolan, Barry Sullivan, and Frank 

Lovejoy ) 

The Mary Martin-Noel Coward Show. 

Blithe Spirit (with Noel Coward, Claudette Colbert, and Lauren Bacall) 

Richard III (starring Sir Laurence Olivier, Sir Ralph Richardson, Sir John 
Gielgud, Sir Cedric Hardwicke, Claire Bloom, and Pamela Brown) 

The Judy Garland Show 

The Maurice Chevalier Show 

Heidi (with Jeannie Carson and Wally Cox) 

Our Town (with Frank Sinatra and Eva Marie-Saint) 

Cyrao de Bergerac (starring Jose Ferrer and Claire Bloom) 

Babes in Toyland (with Wally Cox, Dennis Day, and Jeannie Carson) 

Caesar and Cleopatra (with Sir Cedric Hardwicke, Claire Bloom, Judith Ander- 
son, and Jack Hawkins) 

The Taming of the Shrew (with Maurice Evans and Lilli Palmer) 

The Skin of Our Teeth (with Helen Hayes, Mary Martin, George Abbott, and 

Florence Reed) 

Salome (starring Eartha Kitt) 
Sleeping Beauty Ballet (with Sadlers Wells Ballet) 


“ Saturday Evening Post, October 29, 1955, p. 130. 

12 Collier’s, September 16, 1955, p. 55. 

18 Millard C. Faught, economic consultant to Zenith, address before the New York Society 
of Security Analysts, April 19, 1954. 

™ Report of interview with Eugene F. McDonald, Jr., president of Zenith, Variety, 
February 10, 1954, P- 18. 

% Annual report for 1953, p. 23. 

16 Reply comments in pay television proceeding, p. 21. 

17 Reply comments in pay television prosreding, p. 15. 

% Letter from B. F. McDonald, Jr., to all Zenith franchised dealers, March 30, 1955 ; also 
see letter from Ted Leitzell, director of public relations for Zenith to broadcasters, March 
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The Devil’s Disciple (with Maurice Evans, Dennis King, Ralph Bellamy, and 

Teresa Wright) 

The Constant Husband (starring Rex Harrison) 

Edward My Son (with Robert Morley) 

High Tor (starring Bing Crosby ) 

Twentieth Century (with Orson Welles and Betty Grable) 

The Barretts of Wimpole Street (starring Katherine Cornell ) 
Dream Girl (with Vivian Blaine and Hal March) 

The Corn is Green (starring Eva Le Galliene) 

Dear Brutus (with Helen Hayes and Franchot Tone) 

Time Out for Ginger (starring Jack Benny and Ruth Hussey) 
The Lavender Hill Mob (with Alec Guinness) 

The Red Shoes (with Moira Shearer) 

Odd Man Out (with James Mason) - 
Stairway to Heaven (with David Niven and Kim Hunter) 

It is also clear that the promoters of pay television would seek to appropriate 
some of free television’s favorite regular programs and performers like The 
Ed Sullivan Show, I Love Lucy, the Phil Silvers Show, Disneyland, Jackie 
Gleason, and Jack Benny. These regular features generally attract larger 
audiences than television’s special events and they hold those audiences on a 
weekly basis. 

The proponents would have the power to take programs away from free tele- 
vision —There is no doubt that pay television would have the economic power to 
bid those programs and stars away from f ee television. The promoters of pay 
television continually flaunt the fact that the money which they would receive 
from the public would enable them to spend more money for programs than 
advertisers do. 

A simple illustration demonstrates how the pay television promoters could 
take away free programs. At the present time, the total cost of the Ed Sullivan 
Show is about $150,000 a program and the show is seen in 17 million homes. 
If one-tenth of the families who now watch The Ed Sullivan Show were willing 
and able to pay 50 cents to see it if it were no longer available on a free basis, 
the amount collected would be about $850,000. If all the money that the network 
and stations receive for their time and the use of their facilities is subtracted 
from that amount and if it is assumed that the promoters of pay television pocket 
half of what remains for their profits and expenses, pay television would still 
have more than six times as much money to bid for the attraction as is paid by 
free television. The same arithmetic could be applied to any other popular 
show. 

It is significant to note that a small minority could pay enough to deprive the 
majority of families of programs now available free.” This will be discussed 
below (pp. 35-86, infra) in connection with the proponents’ argument that pay 
television should be given a trial in the market place so that the American public 
can decide whether it wants pay television. 

The top stars and the owners of the most popular attractions have admitted 
that they would switch from free to fee television—It is obvious that free tele- 
vision’s most popular stars and those controlling many of its top attractions 
would not be able to resist the rich rewards of pay television. Jack Gould, of 
the New York Times, noted : * 

“Some of the big television stars already are casting envious glances at toll 
TV. If toll TV can bring in fabulous grosses, the sta’s are goinz to switch to 
that medium, just as they switched to TV from radio. And, as businessmen, the 
toll operators certainly are not going to turn them away. 

“This prospect is no idle theory. An official of one pay-as-you-see system said 
competition would force a toll operator to shop around anywhere he could for 
stellar attractions, including existing television shows.” 


The proponents concede that they can make money if only a small portion of the 
audience is willing to pay for programs. Joseph Wright, vice president and general 
counsel of Zenith, is reported to have said that pay television could afford the greatest 
shows in history even if those attractions get one ef TV’s lowest ratings—say. a 3—that 
means that 1 million people will be looking in. Collier’s, September 16, 1955, p. 52. 
Ted Leitzell, public relations director for Zenith, stated: “Revenue per viewer to the 
broadeaster will be far greater from subscription than from sponsored . It is therefore 
axiomatic that ae daa TV can operate profitably with a much smaller audience than 
can sponsored TV.” ddress before the Minneapolis Advertising Club, November 23, 1955. 
James M. Landis, counsel for Skiatron, has also stated that “our audiences would be natu- 
Tally smaller than the free-television audiences.” Debate before Eastern Annual Confer- 
ence of the American Association of Advertising Agencies, October 19, 1955. 

*” The New York Times, May 8, 1955, sec. II, p. 11. 
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One of the “envious glances” has apparently been cast by Jackie Gleason, 
who is quoted as having said: “There’s a future in this business for anyone 
who’s had any time in television * * * I don’t think there'll be any other king 
of television.” * 

The promoters of the most popular sports events—of baseball games, prize 
fights, basketball games and the like—have openly admitted that they want to 
switch to pay television.” ‘They have made no secret of the enormous revenue 
which they expect to derive by selling the sports events that are now available 
on a free basis. 

The effect of. the siphon would be felt by radio as well as television.—The 
serious consequences of pay television would extend to radio as well as free 
television. For example, if the pay television operators acquired the rights to 
baseball games, prize fights or operas, they would certainly insist on eliminating 
competition to their box office which would be created by the free radio broad- 
easts of those same events. Surely, some of the people who are interested in a 
prize fight would rather listen to the radio free than pay for the privilege of 
watching it on television. Even if pay television were to offer the 1 or 2 heavy. 
weight championship fights a year that are not now available on free television, 
the number of people for whom those unique events would be added to television 
would be a small fraction of the number who would be deprived of radio 
coverage. 

The proponents unsuccessfully attempt to allay the fears that pay television 
would appropriate free programs.—The proponents recognize that an attempt to 
charge American families for program material now available free would be 
contrary to the public interest and would arouse violent public reaction. That 
is clear from the repeated emphasis which they all place on the claim that 
their systems would merely supplement existing program fare. Zenith‘ makes 
this explicit when it says that “Sound business as well as publie policy requires 
that subscription television be limited to supplementing and augmenting existing 
program fare of the advertising type with new and unique program product 
which is primarily box office in nature.” * The proponents have, therefore, at- 
tempted to allay the fears that they would take over free programs. 

Their most persistent argument is that they would not do this because the 
public would not pay for the type of programs which it now receives free.” 
But, people would pay if these programs were not available on a free basis. 
The proponents’ argument is completely refuted by their own promises to present 
programs and talent now available on free television. Aside from this incon- 
sistency, however, it requires no elaborate argument to show that people are 
more likely to pay to see a program for which they have developed an affection 
than to see a relatively unknown attraction. If proof were needed, it is provided 
by a Gallup poll of last summer which showed that 40 percent of those interviewed 
wonld pay to see a werld series game and over 30 percent would pay for the 
Ed Sullivan show if those programs were not telecast free.” A study prepared 
for the major league baseball owners last summer revealed similar results— 
it showed that almost 40 percent of the fans interviewed would pay 25 to 50 
cents to see a baseball game.” 

The proponents apparently recognize the fallacious nature of their claim 
that the public would not pay for many of. the popular programs now available 
free. Accordingly, they have suggested certain so-called safeguards to prevent 
pay television from appropriating those programs. There would be no need for 
those suggestions if the proponents really believed that the public would not pay. 

In the pay-television. proceeding pending before the Federal Communications 
Commission, Zenith suggested that a pay system be limited to programs (1) of 
“the box-office type,” (2) “which will supplement existing types of prograu 
fare,’ and (3) “which, except. for subscription ,television, would otherwise be 
unavailable to the public on a: regular or unrestricted basis.” ™ We demon- 
strated, in that proceeding, that each of the elements of Zenith’s test involves a 
wholly unworkable standard.” It is inconceivable that the Commission could 


21 Newsweek, May 23, 1008. & 99. 

* See pp. 24-25 infra. [pp. 1828-1824]. 

*® Principal comments in pay television proceeding, p. 2. [Emphasis added.]. 

* Principal comments of Zenith in pay television proceeding, p. 2; James M. Landis, 
counsel for Skiatron, debate before eastern annual conference of the American Association 
of Advertising Agencies, October 19, 1955. 

* The Philadelphia Bulletin, July 31, 1955, sec. 5, p. 5. 

* Broadcasting-Telecasting, December 12,1955, p. Ss. 

2 Principal comments, p. 3. 

°° CBS reply comments, pp. 29-82. 
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be expected to undertake a watchdog operation to make sure that programs ap- 
pearing on pay television were only of the “box office” type. 

Any effort to administer Zenith’s proposed “limitation” would require pre 
dictions as to (a) whether particular programs now available on free television 
would have remained available if pay television had not been authorized and 
(h) whether particular new attractions would have come to television if a pay 
system had not been approved. If there were any doubt about the impossibility 
of making such predictions, it would be dispelled by viewing, from the stand- 
noint of only 5 years ago, such a list of programs as that appearing on pages 7-9, 
supra. Moreover, even if such predictions could be made, a limitation on pro- 
srams alone would not prevent the operation of the siphon. Programs are 
people. Even if it were decided that The Ed Sullivan Show could not be put 
on pay television, the elements of that program—Ed Sullivan, the orchestra, the 
producer, the director, the various acts, etc.—could not be ruled out of pay tele- 
vision without creating a blacklist of people who have worked on free television. 
The loss of the top talent on free television would spell the demise of the me- 
dium’s most popular programs. 

We pointed out, in the pay-television proceeding, that Zenith’s own statements 
indicated that it lacked confidence in the effectiveness of the safeguard which 
it had proposed.” The passage of time has apparently not restored Zenith’s 
confidence—if, indeed, such confidence ever existed. In the comments that it 
recently filed in the Commission’s general allocation proceeding, Zenith made 
no mention of its “box office” safeguard. Instead, it merely claimed that pay 
television could be prevented from siphoning programs if the Commission (1) 
limited the amount of time that broadcasters could devote to pay operations and 
(2) temporarily restricted the right to conduct such operations to “needy” sta- 
tions.” Skiatron has made similar suggestions.“ Such restrictions, however, 
ure no restrictions at all—they give the proponents everything that they want 
and do not impair their ability to appropriate free television’s most popular 
programs. 

Zenith proposes that pay operations be limited to 15 percent of a station’s 
annual broadcasting time, while Skiatron suggests that no station be permitted 
to broadeast on a pay basis for more than 35 hours per week.” Under Zenith’s 
proposal, pay television could preempt the air waves between 7:30 p. m. and 
10:30 p. m. almost every night of the week; and under Skiatron’s proposal, that 
could be done every night, with time to spare. These “limitations” would allow 
the proponents to operate at the times they most want, the choice evening hours 
when television viewing is most popular.” They would not weaken pay tele- 
vision’s ability to bid the most popular programs away from free television. 
They would merely mean that the outbidding would be restricted to the hours 
when most people want to watch television. 

The so-called station limitations would be equally ineffective. Skiatron sug- 
gests that, for an initial period of 3 years, the right to transmit pay programs 
be restricted to UHF stations and those VHF stations which can show special 
need.* Zenith proposes a 2-year limitation under which both UHF and VHF 
stations would have to establish special need ; the fact that a station carries less 
than 744 hours of commercial network programing per week would constitute a 
prima facie showing of such need.” It should be noted that these restrictions 
would last for only 2 or 3 years—after that period all stations could operate on 
apay basis. Thus, these restrictions would not affect pay television’s ability to 
siphon after the temporary limitation period had expired. 

Nor would they prevent the operation of the siphon even during that period. 
The pay-television promoters have indicated that they intend to concentrate their 
initial efforts in the largest markets.“ Under their so-called limitations, they 


*CBS reply ae 4, 29 


* Reply comments, pp. 2-3, In the Matter of Amendment of Part $ of the Commission’s 
Rules and Regulations Governing Television Broadcast Stations, docket No. 11532. 
“ Principal comments in pay television proceeding, pp. 13-14, 40, 70-72. 


* Principal comments in pay television proceeding: Zenith (p. 4) ; Skiatron (pp. 13-14). 
® See footnote 2, supra. 


*See footnote 31, supra. 
» principal comments in allocation proceeding, pp. 14-15, 17. 

The president of Zenith is quoted as having stated that subscription television can 
start in two “big markets” within a year after Commission approval. ewsweek, February 
28.1955, p. 72. This view was repeated in the Zenith release Some Capsule Facts About 
Phonevision and Subscription TV, p. 1. Skiatron TV, Inc., is required to meet a stipu- 
lated schedule calling for 500.000 installations in New York City to fulfill its agreement 
ve Skiatron Plectronics & Television Corp., Variety, April 27. 1955, p. 16. Paul Mac- 
‘Samara, Telemeter vice president, is reported to have sa d, “We'll concentrate our initial 
‘forts in New York, Chicago, and Los Angeles.” Collier's, September 1955, p. 55. He 
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could place pay programs on VHF stations in New York, Los Angeles anj 
Chicago, stations which reach 26 percent of all United States television homes, 
Those stations alone would give the promoters the power to appropriate free 
television’s most popular attractions. If only 20 percent of the present viewers 
of the Ed Sullivan show in those markets were willing and able to pay 50 cents 
to see that program, $450,000 would be collected. If the stations’ time charges 
were deducted and the promoters kept half of the balance for expenses ang 
profits, about three times as much money would be available as is now paid for 
talent and production on that program. Thus, pay television could make enough 
money from a-small minority in just those three markets to outbid advertisers 
for the most popular programs which they now sponsor. 

Pay television would split the American viewing audience along economic 
lines and destroy the democratic and unifying influence of our present system, 
It wou d take away the most popular programs from free television and black 
out free channels at the hours when most people wanted to watch. The Ameri. 
can public has invested more than $16 billion in television receivers and service. 
Members of the public were justified in believing, when they purchased sets, 
that they could receive the signal of any station in their areas without the 
expense of additional equipment and a program-by-program charge. They were 
justified in believing that they could receive—without additional expense—the 
very attractions which the pay television promoters openly covet. The appro- 
priation of free channels and free programs by pay television would thwart the 
public’s justifiable expectations and depreciate its huge investment in television 
receivers. 

II. PURPORTED JUSTIFICATION FOR PAY TELEVISION 


We have shown that pay television’s basic influence would be adverse to the 
public interest. What do the proponents offer to compensate for those adverse 
consequences? They promise (1) new and better programs and (2) an in- 
creased utilization of television channels. Even if the proponents could keep 
those promises, that would not compensate the American public for the adverse 
effects which pay television would impose. We shall show, however, that the 
proponents could not keep those promises—that there is grave doubt that they 
even intend to do so. 

(1) Program promises 

The proponents repeatedly describe pay television as offering a “supplemental” 
procram service. In determining what is supplemental, however, it is necessary 
to have a frame of reference—to determine what it is that is to be supplemented. 
A supplemental! diet is one thing to a man who has lived on stale bread fora 
month; it is another thing to one who has had caviar and steak. 

The basic fallacy of the promise of supplemental service is its premise that 
free television has offered nothing but stale bread. Zenith has described the 
program fare of free television as a “continuous stream of 20-year-old horse 
operas and other hackneyed programs that now fill in most of the short spaces 
between the long commercials.” The president of Skiatron TV is quoted as 
having said: “Except for an occasional moment like Peter Pan, everything on 
TV is second-rate.” * 

No group of reasonably intelligent and unbiased citizens familiar with free 
television could honestly conclude that those descriptions of present programing 
are iair or accurate. Even a cursory examination of the programs presented 
on television during the past season, some of which are listed in this memo 
randum,” demonstrates that those descriptions are based on willful blindness or 
deliberate misrepresentation. 

We turn now to an examination of the proponents’ vague promises about the 
programing that a pay system would provide. Those promises fall into four 
categories: motion pictures, Broadway plays, sports, and cultural and educs- 
tional programs. We shall show that, in each of those categories, pay television 
would not furnish any significant addition to what the public is now receiving 
free; that, on the contrary, it would siphon most of the popular attractions now 
available without cost. 

(a) Motion pictures.—The proponents intend to begin their operations wil! 
feature films that have already been distributed to theaters. First-run pictures, 


has singled New York ont as the logieal place for Telemeter to begin operations. The Nev 
York Times, April 29, 1953, p. 19. 

7 Zorith press rolesse, dated Inne 8. 1955. 

*8 Collier’s, September 16, 1955, p. 52. 

% See pp. 7-9, 23, 24, 26, 27 [pp. 1316-1317, 1323, 1324-1325]. 
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they indicate, may become available some time in the distant future depending 
upon the growth and success of pay television. Skiatron, for example, promises 
to seek the release of producers’ “inventories of feature films” and their libraries 
of pictures, many of which were outstanding productions.”“ It cautiously 
states: As the capacity of subscription television to pay becomes established, it 
may well be able to compete with theaters for motion pictures of the type that 
can be shown equally well on television as on a theater screen.”“ Similarly, 
Zenith promises “first-class,” not first-run features, “in the interim period while 
the service is growing and before it has become fully established.” Telemeter 
also talks of “older good pictures,” claiming that “the dam will break when we 
get up to 2 million sets,” that “until then, the movie producers will be afraid to 
antagonize the theater owners.” “ 

Free television, however, is now offering a rich variety of recent motion pictures 
which have already had theatrical runs. In the past 6 months, Hollywood pro- 
ducers have placed an unprecedented amount of product on the television 
market—almost 2,000 features and 6,000 short subjects and cartoons.“ Warner 
Bros. and RKO have sold backlogs of 850 and 740 feature films for $21 million 
and $12 million, respectively.“ And there are reports that other major producers 
are preparing to release sizable blocks of additional films.“ Attorney General 
Herbert Brownell, Jr., recently announced that the Department of Justice would 
not appeal the judgment in U. S. v. Twentieth Century-Fow Film Corp. et al., 
holding that the motion-picture producer-distributors had not conspired to 
restrain the distribution of 16-millimeter feature films to television. He stated 
that continuation of the litigation would serve no practical purpose inasmuch as 
a substantial flow of feature motion pictures to television had started.” 

This deluge of feature films has been described as causing “the virtual scuttling 
of pay-as-you-see television” by Jack Gould, TV-radio critic of the New York 
Times, who stated: “ 

“The favorite argument of the eager champions of toll TV has been that a 
home box office would mean new feature-length pictures. But it is becoming 
obvious that, while toll TV has become ensnarled in all sorts of legal, technical, 
and economic complications, advertising-sponsored TV is going to move ahead 
and satisfy the viewer’s appetite for better film fare. As newer films reach the 
home without charge, the toll advocates are going to sound very forlorn urging 
viewers to pay for them. Pay-as-you-see had a stronger case 5 years ago than 
it has today.” 

In a similar vein Abel Green of Variety wrote: “ 

“Television’s sights on ‘the public will be delighted to pay for good product’ 
seems to have been eclipsed by this unleashing of a wealth of Hollywood backlog 
product for sponsored video programs.” 

As far as first-run films are concerned, while the proponents make vague 
statements about the possibility of presenting such attractions some time in the 
distant future after pay television has matured, free television has already 
taken the initiative. Three films, Richard III, The Constant Husband, and 
Adventures of Davy Crockett, have been shown on television prior to their re- 
lease to American theaters. Zenith has quoted a statement by a “motion picture 
authority” to the effect that the showing of a feature on pay television might 
increase its audience at the theater box office.” This possibility is just as real 
under free television as under pay television. If it is demonstrated that the 


“ Principal comments in pay television proceeding, pp. 51, 56. 

“74., at p. 50. 

“Phonevision and the Broadcaster, p. 7. 

“Statement by Paul MacNamara, Telemeter vice president, reported in Collier’s, Sep- 
tember 16, 1955, p. 55. 

“The New York Times. March 2, 1956, p. 18; TV Digest, January 14, 1956, pp. 2-3; 
Variety, January 11, 1956, pp. 43-48. 

“The New York Times. March 2, 1956, p. 18. 

“Statement by Herbert Brownell, Jr., Attorney General, Department of Justice price 
release. March 6, 1956; Variety, April 18, 1956, p. 1; March 14, 1956, p. 40; March 7, 1956, 
pp. 1, 23; The New York Times, March 11, 1956, sec. II, p. 1. 

“Department of Justice press release, March 6, 1956. ‘This flow would undoubtedly 
have started sooner were it not for pay television proposals. Motion picture executives, 
testifying during the course of the Government’s suit, admitted that they had held pictures 
back from television in the hope ef higher ess from pay television. Testimony of Ralph 
M. Cohn, Screen Gems vice president, and Abe Montague. Columbia Pictures vice president, 
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Film Corp. et al. (U. 8. D.C. 8. D. Cal.). Also see statement by Abe Schneider, viee presi- 
a of Columbia Pictures, at annual stockholders’ meeting, reported in Variety, December 
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telecasting of a motion picture would increase its subsequent theater run, motion 
picture producers and exhibitors would agree to have “openings” on television, 
and there would be no necessity for charging the public to see them on television, 

(b) Broadway plays.—While Zenith has sometimes promised to present the 
opening nights of Broadway plays on pay television,” the other proponents 
realistically promise those productions only after they have been presented op 
Broadway and only after they have been adapted to the unique requirements 
of television. The president of Skiatron TV, Matthew Fox, is reported to have 
stated: ™ 

“It’s unrealistic to think in terms of Broadway opening nights, not only be 
cause of the technical problems but because you never know if a show is q 
hit until after it opens.” 

Similarly, Telemeter, in promising Broadway attractions after their theatrica] 
runs, recognizes the problems of “adapting a Broadway show to television * * * 
whether the telecast can be shot from the theater and whether it is necessary to 
redesign and build new sets.” 

The impracticability of televising opening nights has also been recognized 
by newspaper critics.“ The views of those critics were affirmed last summer when 
officials of the Metropolitan Opera announced that its opening night production 
would not be televised because a normal operatic production is marred by tele. 
vision trappings and is not suitable for television unless specially staged.” 

Thus, it is highly unlikely that Zenith would keep its sometime promise 
to present “opening nights” of Broadway plays. Like Telemeter and Skiatron, 
it would offer those plays after they had completed their Broadway runs and 
been adapted for television. This, however, is just the type of product now 
being offered on free television. Pay television would put an end to this; 
the Peter Pans and Caine Mutinys of the future would not be seen free but 
only for pay. 

A recent article in Newsweek described the current relationship between 
Broadway and television in the following manner :™ 

“Broadway artists, thanks to the all but insatiable needs of television, 
had never been busier. The Broadway theater, flourishing under the same 
well-heeled influence, was at the same time undergoing a transformation that 
might shortly affect a multitude of other stages across the country and was 
already being seen in millions of American living rooms. 

‘Before TV, the Broadway hit was an experience inaccessible to most Ameri- 
eans; at best, they had to settle for a Holywood mutilation—or copy of the 
original. Now, the full-length Broadway play is becoming a standard (if still 
infrequent) feature on TV channels and seems certain to become much more. 

“* * * What is not generally known is that television is financing Broad- 
way productions. The industry has become a big backer on Broadway simply 
to secure for itself the rights to hits—that is, in order to beat Hollywood 
moviemakers to the punch. What this means for TV audiences is the chance 
to see, regularly, Broadway productions little altered from their original form, 
played by the original Broadway casts, and played live, rather than filmed. 
By introducing large numbers of people to the special excitement of watching 


51 Zenith Annual Report for 1955, p. 20; Joint Substitute Petition Concerning Subscrip- 
tion Television, p. 9. No such promise, however, is made in Zenith’s principal comments 
in the pay television proceeding. ‘There, Zenith merely stated that pay television would 
supply any program for which the public would pay and that a 1951 survey showed that 
a portion of the public would pay for “legitimate theater, Broadway plays, musicals, etc. 
(p. 56). 

52 Collier’s, September 16, 1955, p. 52. 

53 Principal comments in pay television proceeding, p. 27. 

% For example, Jo Coppola of Newsday, branding the promise of first nights as “‘ridicu- 
lous,” asked: “What first night audience is going to buy tickets just for the privilege of 
viewing the rear anatomy of a cameraman?’ Newsday, May 11, 1955, p. 87. John 
McClain, drama critic of the New York Journal-American, reacted to the promise to 
televise opening nichts with a plea for recognition of “the fact that the two media are 
diametrically opposed.” He wrote (New York Journal-American, June 8, 1955, p. 21): 

“In the first place, how many plays currently on Broadway could be safely brought into 
the living room? Would you, as a parent with your children grouped around you, have 
enjoyed an unexpurgated showing of Cat on a Hot Tin Roof, Tea and Sympathy, Bus Stop, 
House of Flowers. or Lunatics and Lovers? And what author or producer would submit 
to an opening-night censorship to satisfy the TV audience? Their months of effort in cre 
ating a live theatrical production would go down the drain to comply with a code which 
has no relation to the Broadway theater. 

“Technically the problems of televising an opening night would seem to me to be insur- 
mountable. It took weeks of special rehearsal, an army of TV technicians, special sets 
and lichting, and enough equipment to fill holf 9» theater to televise Peter Pan, for instance. 
And this was a show that had completed a su , 

5% Broadcasting-Telecasting, July 25, 1955, p. 5. 
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successful dramas being played out on the spot by topnotch actors, TV may 
well change the present extent of the American stage. It will, in the view of 
some experts, create a new and unprecedented large demand for live theater, 
thereby reviving the somnolent road business.” 

Television’s increasing use of Broadway productions and talent has been 
acclaimed by other critics. For example, Jack O’Brian, of the New York 
Journal-American, recently wrote re 

“¢ * * Talents from Shakespeare and Shaw to Herman Wouk and Maxwell 
Anderson, Thornton Wilder and William Saroyan to Sir James M. Barrie and 
Paddy Chayevsky, have given our TV air distinction, satisfaction and diver- 
sion. * * * There are all manner of fine TV moments to choose from; too darned 
many is the problem, TV’s a hungry electronic beast, so it’s eaten everything in 
sight whether prepared just for it (such as Patterns and the Catered Affair), 
porrowed from the stage (Caine Mutiny, Peter Pan, Skin of Our Teeth, 
Cyrano), Or warmed over with new gravies in the way of musical scores 
(Our Town and High Tor).” 

In addition to presenting Broadway productions and plays written for the 
living theater, free television has been developing a rich store of dramatic mate- 
rial especially fashioned for its unique requirements. Critics have acclaimed 
these dramatic productions as equal, if not superior, to the best plays of Broad- 
way. John Crosby, for example, stated: “As far as plays go, I feel strongly that 
TV has had more worthwhile dramatic material on it than Broadway has.”®™ 
Producers of motion pictures and Broadway plays are turning increasingly to 
television for dramatic material. Variety recently reported that 45 television 
plays had been acquired by these producers.” Among those plays was Marty by 
Paddy Chayefsky which was made into a motion picture that won the Academy 
Award and the Grand Prix at the Cannes International Film Festival. 

(c) Sports.—The American public now views a wide variety of sports events 
on free television. In the coming season, it will see 860 major league baseball 
games—abount 45 more than last year.” It can watch three prizefights almost 
every week on the networks alone, and in the past year it has seen exciting cham- 
pionship fights between Ray Robinson and Bobo Olson, Carmen Basilio and 
Tony DeMarco, Jimmy Carter and Wallace “Bud” Smith, Carmen Basilio and 
Johnny Saxton, and Archie Moore, and Bobo Olson. Top horseraces, including 
the Kentucky Derby, Preakness, and Belmont stakes, are presented. Football, 
hockey, and basketball are seen in many cities. During the past year, free tele- 
vision has offered, in addition to its regular schedule of sports events, the Davis 
Cup matches, the national tennis singles championship, the dream race between 
Swaps and Nashua, the all-star baseball game, the world series, the masters 
golf tournament, the football bowl games, the Army-Navy game, the professional 
football championship game, the College All-Star-Cleveland Browns football 
game, and the national invitation basketball tournament. 

The extensive sports coverage of free television leaves little for the propo- 
nents to add. When they promise to present events not now available, they gen- 
erally mention heavyweight championship fights, which take place once or twice 
a year, and a limited number of football games. The proponents readily admit, 
however, that the promise of those infrequent events carries with it the price 
tag of payment for all of free television’s popular sports attractions.” Nor have 
the promoters of those attractions attempted to conceal their desire to switch 
from free to fee television. Ford Frick, commissioner of baseball, is reported 
to have announced that he favors pay broadcasts of major league games.” Frank 
Lane, when general manager of the Chicago White Sox,* and Walter O’Malley, 
president of the Brooklyn Dodgers,“ have also come out in support of pay tele- 
vision. Mr. O’Malley stated that 50 cents is “a good square fee that I’m sure no 
fan would object to paying.” He added that he favors advertising on pay televi- 
= “because I think that would help to bring the price down to the average 
viewer,” 

John Reed Kilpatrick, president of Madison Square Garden Corp., stated: “ 

“The type of show that the public could be expected to pay for will always 
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be somewhat limited, such as, for example, boxing championships; the baseba)) 
world series; hockey playoffs; basketball championships; the Westminster Kep. 
nel Club championships; the national horse show; the great indoor and outdoor 
track meets; the Olympic games; football features such as the Army-Nayy 
game and the various postseason bowl games; the professional football cham. 
pionships and all-star games; the Davis Cup and Forest Hills championships; the 
Derby and other great horseraces—a list of events of national and internationa| 
importance that may be expanded.” 

Of the events mentioned by Mr. Kilpatrick, all but heavyweight championship 
fights (and the Olympic games, which have not taken place in this country since 
television was introduced) are now brought to the public by free television. 

Nor would the siphoning of sports attractions be limited to national events, 
The proponents have admitted that they would also seek sports programs of 
local and regional interest.” 

Two arguments have been advanced to justify charging the public for sports 
events which are now seen free. The first is that pay television would furnish 
economic support to sports promoters.“ But it is patently not in the public in. 
terest to tax the Nation’s viewers for all the entertainment now available free 
in order to subsidize fight promoters or baseball clubs. The proponents’ second 
argument is that theater television threatens to appropriate free television’s most 
popular sports attractions and that pay television offers the only hope of keeping 
those events in the American home.” This is simply not true. The threat of 
theater television exists in the proponents’ minds, nowhere else. In more than 
5 years, theater television has presented only 29 sports events—12 in 1951, 2 
in 1952, 6 in 1953, 4 in 1954, 5 in 1955, and none so far in 1956. And theater 
television interests have indicated that it is not likely that they will expand 
their sports coverage in the future.” It is on such defiance of the facts that the 
proponents attempt to justify their proposal to charge viewers for the popular 
sports attractions now seen on television on a free basis. 

(d) Cultural and educational programs.—in promising to present more than 
free television now offers of cultural and educational programs, the proponents 
have deliberately ignored the accomplishments of free television. In less than 
a decade, television has opened vast new vistas of education and culture to the 
Nation’s millions of viewers. A recent New York Times’ réview of television's 
growth concluded : ™ 

“Quietly but steadily, television has wiped out ‘the sticks’ and ‘the road’ from 
show business. The erstwhile hayseed is looking at the same things as the sup- 
posedly more sophisticated resident of Park Avenue. The economic and geo- 
graphical barriers that once separated the mass from the arts have simply 
been taken down.” 

During the past season alone, television has presented outstanding programs 
in the field of music ‘and dance like Madam Butterfly, The Magic Flute, The 
Messiah, The Nutcracker Suite, Amahl and the Night Visitors, The Mikado, 
Swan Lake, Tales of Hoffmann, The Red Shoes, The Sleeping Beauty with the 
Sadlers Wells Ballet Company, the Azuma Kabuki Dancers, the world premiere 
of the operas Griffelkin and The Trial at Rouen which were written specially 
for television, the history of the ballet narrated by Agnes de Mille, and the 
history of music from Beethoven to jazz narrated by Leonard Bernstein. Viewers 
have been offered readings of the poetry of Walt Whitman, Emily Dickinson, and 
Dylan Thomas; and performances of classics like Shakespeare’s Richard III and 
The Taming of the Shrew, Shaw’s The Devil’s Disciple and Caesar and Cleopatra, 
Dickens’ Great Expectations, and The Christmas Carol, Thornton Wilder’s The 
Skin of Our Teeth, Rostand’s Cyrano de Bergerac, Oliver Goldsmith’s She Stoops 
To Conquer, and Dostoevsky’s Crime and Punishment. Television has also 
presented a wide variety of public affairs and informational programs, including 
special studies dealing with the Israel-Egypt crisis, the farm problem, the in- 
stitution of the vice presidency, the Nation’s schools, India, life in Russia today, 


* Zenith (Newsweek, Feb. 28, 1953, p. 72): Skiatron (principal comments in pay 
television proceeding, p. 54, appendix A, p. 75): Telemeter (Questions and Answers About 
Telemeter the Only Pay-As-You-See System, p. 3.) 

® Principal comments in pay-television proceeding : Zenith (p. 47) ; Telemeter (pp. 5, 29). 

® Principal comments in pay-television proceeding: Zenith (pp. 44—46); Skiatron (pp. 
43, 57); Telemeter (pp. 24-25). 

77 Nathan Halpern, president of Theatre Network Television, 1 of the 2 firms active in 
this fiel’, has stated that there are few sports events that can be presented profitably on 
theater television. RBrosdessting-Toleesgtirg. Noverrher 7, 1955, p. 105: Variety, Novet- 
ber 9, 1955, p. 23. Notre Dame’s Father Edmund Joyce is reported to have stated that 
his school “barely broke even” on last season’s closed-circuit telecasts of three football 
games. TV Digest, January 14, 1956, p. 7. 

™ April 8, 1956, magazine section, pp. 12, 38. 
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the rise of communism, the United States Constitution, the history of Adolf 
Hitler, the Renaissance, Harvard University, the universe and the solar system, 
the American West, waters of the world, the search for oil, mental health, the 
cure of narcotic addiction, the treatment of infectious diseases, multiple sclerosis, 
and the human body and its functiuns. i 

The proponents ignore what free television has done in the field of educatién 
and culture. They refuse to see what they do not care to see. Moreover, it is 
dear that they would have little interest in presenting educational and cultural 
programs which cater to minority tastes. The box-office operator would seek big 
audiences and big profits, not small audiences and small profits. Zenith quite 
frankly states, “Can there be any possible doubt that the subscription television 
proadeaster and his program supplier can logically have any other business pur- 
pose, desire, or hope than to obtain as widespread public reception of their pro- 
grams as is practically possible?” Zenith adds that “it will always be more 
profitable for the program producers and television broadcasters to have 5 million 
subscribers viewing a program at 50 cents than to have 2 million view the same 
program at a dollar.” Telemeter also concedes that “it is through the mass 
market that the maximum potential can be obtained.” “ 

The possibility of cultural and educational programs on pay television is fur- 
ther reduced by the fact that the proponents all propose operations for only a 
small portion of the broadcast day.” During such limited periods, huge invest- 
ments would have to be amortized. It is hardly likely that those scarce and valu- 
able hours would be used for chamber music and courses in literature rather than 
for programs of mass audience appeal. The unlikelihood of pay television cater- 
ing to minority audiences is further accentuated by the proponents’ admissions 
that—in the limited number of hours during which pay programs could be broad- 
cast—they would be forced to give repeat performances of the most costly pro- 
grams, like motion pictures, in order to realize their full economic potential.” 
Thus it seems clear that the box-office operators of pay television would not 
provide a substantial amount of cultural programs. 

Moreover, even the limited programing of this type that they might present 
would not fulfill the vital educational function of television. That function is to 
stimulate and awaken interest in viewers who are apathetic about education. 
As long as television is free, those viewers are encouraged to experiment—to 
twist the dial and sample new and different programs and, perhaps, to become 
interested in cultural material to which they had not previously been exposed. 
This is shown strikingly by the recent telecast of Sir Laurence Olivier’s Richard 
lll. Between 40 and 50 million viewers—almost one-third of the American popu- 
lation—tuned in that program.” Certainly many people with no previous interest 
in Shakespeare watched part of that performance, and some undoubtedly became 
interested enough to watch the entire presentation. Few of those viewers would 
have tuned in Richard III if it cost $1 or $2 to discover whether they would enjoy 
that program. On pay television, Richard III would have played to a much 
smaller audience, and an audience composed largely of those who had already 
developed an appetite for programs of that type. 


(2) Promise of inereased utilization of television channels 

(A) Zenith’s change of position—The dynamic growth of free television— 
the enormous strides being made in the quality and quantity of its programing— 
have given a hollow ring to the proponent’s promises to present new and different 
programs, Zenith apparently recognizes this, for it has recently been changing 
the emphasis which it gives to the purported justifications for pay television. 
It talks less and less of bright new program prospects and falls back more and 
more on the claim that pay television would be a panacea for the economic ills 
besetting the television industry. The extent to which Zenith has been forced 
to fall back on that claim is shown by the fact that it now makes proposals and 
promises which it recently rejected as unsound. These changes in Zenith’s posi- 
tion have occurred in three areas: (1) The desirability of making pay television 


ps eee comments in pay-television proceeding, p. 17. 


“Principal comments in pay-television proceeding, p. 32. 

* See footnote 3, supra. 

“In reporting on its Phonevision test in Chicago in 1951, Zenith stated that the full 
potential of a motion picture would not be realized by only 3 showings. Some Significant 
Highlights of the Phonevision Test, April 23, 1951. Telemeter has raised the possibility 
of showing the same motion picture anywhere from 3 to 7 times. Principal comments in 
pay television proceeding, p. 26. 

™ New York Times, March 18, 1956, sec. IT, p. 11. 
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available to all stations; (2) the ability of pay television to help UHF; ang 
(3) the pattern of growth of pay television if it is authorized. 

Desirability of making pay television available to all stations: When Zenith 
asked the Commission for immediate authorization of pay television in Novyep. 
ber 1954, it stated, “The proper encouragement and development of subscription 
television requires that it be made available immediately to all VHF and Uyp 
licensees without discrimination.” * It adhered to that position in the comments 
which it submitted to the Commission in the pay television rulemaking proceed. 
ing in June and September 1955.” But 3 months later, in the general allocation 
proceeding pending before the Commission, Zenith proposed that pay television 
be limited, for an initial period of 2 years, to stations that could show specia] 
need. In that short period of time, Zenith apparently changed its ideas about 
“discrimination” and about what was required for “the proper encouragement 
and development of subscription television.” 

The ability of pay television to help UHF: An even more drastic change has 
taken place in Zenith’s attitude about pay television’s ability to help UHF sta. 
tions. In November 1954 Zenith took the position that pay television would not 
lead to the growth of stations on unutilized UHF channels in the Nation’s large 
markets. It stated: ” 

“Limiting subscription television to UHF stations would also practically 
eliminate subscription television from the top 50 markets in the United States 
as there are only 22 UHF stations operating in the top 50 markets and only 
6 UHF stations operating in the top 20 markets. Confining subscription tele- 
vision solely to secondary markets could make subscription television eco- 
nomically unsound. 

“New York, Chicago, Los Angeles, Philadelphia, Detroit, and Boston, the 
Nation’s top six markets have no operating UHF stations. The elithination 
of these six major markets would not only deprive a substantial portion of the 
public of subscription service, but it would also deprive subscription television 
of its major economic potential and sources of program product. 

“Taking New York as an illustration, there are 6 VHF stations operating, 2 of 
which have no network affiliation and are in need of additional economic and 
program resources. It is doubtful that the most optimistic UHF operator would, 
under present conditions, attempt to go into competition with the six existing 
VHF stations, even though he was given a monopoly on subscription television. 
Such a UHF operator would have the dual problem of getting the New York 
publie to convert their sets to UHF and to acquire subscription television attach- 
ments and he would be further confronted with the limitations on substantial 
quantities of program product suitable for subscription television.” 

In the pay television proceeding in June 1955, Zenith took an equally dismal 
view of the potential of its system to build UHF stations in major markets.” 

But less than 6 menths later, it sent one of its representatives into 2 large 
markets—markets falling within “the top 50 markets” to which it had referred— 
and promised that pay television would put stations on the unutilized UHF 
channels in those areas. Ted Leitzell, director of public relations for Zenith, 
told an audience in Philadelphia, one of the cities specifically named by Zenith:* 

“Right here in Philadelphia there are 3 stations on the air, but there are 4 
channels vacant, including 1 educational. [The three noneducational channels 
are UHF.] The networks say that these vacant channels cannot be occupied for 
economic reasons. They are right, so far as present economics is concerned. 
But, with the addition of subscription television, these stations could operate 
profitably, and Philadelphia would have an abundance of new sponsored and 
sustaining programs. The same situation exists throughout the State of Penn- 
sylvania, and all over the nation.” 

In Minneapolis, Mr. Leitzell made the following promise :™ 

“Right here in Minneapolis you have 4 stations on the air, plus 2 vacant chan- 
nels, which Mr. Salant said cannot be operated because of economic reasons, 
[There are 2 vacant UHF channels and 1 vacant VHF educational channel in 
Minneapolis.] He is right, so far as present economics are concerned. But with 
the addition of subscription TV these stations could operate profitably, which 


would give an abundance of new sponsored and sustaining programs to Minne 
apolis.” , 


78 Joint Substitute Petition Concerning Subscription Television, p. 11. 
* Principal comments, p. 66; reply comments, p. 20. 

%° Joint Substitute Petition Concerning Subscription Television, p. 11. 
*1 Principal comments, p. 66. 

52 Address before Poor Richard Club, November 29, 1955. 

88 Address before Minneapolis Advertising Club, November 23, 1955. 
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Thus, in a matter of months, Zenith has radically altered its view about the 
likelihood of its system fostering the growth of UHF stations in major markets. 

The pattern of growth of pay television: The third basic change in Zenith’s 
attitude is just as drastic—and its motives are just as transparent. In the past, 
genith has consistently stated that it inends to commence pay television opera- 
tions in two big markets,“ and that it does not intend to expand to other areds 
yntil about 2 years thereafter.“ Yet in the Commission’s general allocation 
proceeding, Zenith recently claimed that its suggestion to limit pay television to 
needy stations for an initial period of 2 years would help hundreds of stations 
and bring service to small markets.” 

(B) Fallacy of promise of more television service.—It is in the light of these 
conflicting claims—of this transparent effort by Zenith to bolster its case as 
free television makes its program promises obsolete—that we must judge Zenith’s 
contentions about the potential of its system to foster increased utilization of tele- 
vision Channels. The other proponents have made similar promises about in- 
creased television service. All the proponents point to the disparity between the 
number of channels authorized and the number being used; and they claim that 
the cause of the problem is economic, that lack of sufficient revenue is the only 

ason that channels remain vacant. 

An analysis of the characteristics of the unused channels, however, will show 
that the same factors which make those channels unattractive economically 
under our present system would also make them unattractive under pay opera- 
tions. 

About 160 of the unutilized channels are in areas not now receiving television 
service. Those areas, which now include less than 1 percent of the population, 
have been unable to support stations because they are thinly settled. Pay tele- 
vision, by its very nature, could operate in those areas only with great difficulty 
and expense. The proponents have admitted, moreover, that they are interested 
in large markets and mass audiences.” Thus, pay television offers little hope 
of activating unused channels in areas that are now without television service.™ 

The remaining unutilized channels, almost 1,100, are in areas now being served 
or about to be served. Almost all are UHF channels. Those channels are the 
heart of the allocation problem now facing this committee and the Commission. 
lay television offers no solution for this problem: it would not promote the 
utilization of UHF. The same factors which make UHF channels unattractive to 
advertisers make them unattractive to pay television promoters. Zenith has 
admitted that this is so. It has stated:* 

“Subscription television is even more of an infant than UHF. Like UHF it 
will also have the tremendous problem of set conversion. * * * It appears un- 
desirable to compound the problems of embryonic subscription television by 
adding the conversion problem of UHF.” 

The promoters of pay television, searching for maximum profits, would seek 
out large-market VHF stations. In such markets, they would certainly not 
attempt to activate dormant UHF channels. 

Skiatron and Zenith, recognizing that general adoption of pay television 
offers little hope of solving the allocation problem, have suggested certain re- 
strictive measures purportedly designed to accomplish that objective. Skiatron 


“See footnote 36, supra. 

“In its principal comments in the pay-television proceeding (pp. 49-50), Zenith indi- 
cated that it would take 6 months after Commission authorization of pay television to start 
actual production of necessary equipment; that thereafer it would “commence operations 
in several markets,” and that, “after approximately 1 year’s operation in several markets, 
expansion into the remaining markets could be made as rapidly as circumstances require.” 
In its pamphlet Phonevision and the Broadeaster, Zenith stated (p. 9) that in the event 
of FCC approyal, ‘“* * * we intend to organize a few pilot operations which can serve as 
proving grounds for the business organizations and problems we have discussed. We feel 
confident that the results of these initial operations will show the feasibility and desir- 
ability of the service so that it can be expanded within a few years on a national basis.” 

Telemeter has made similar predictions about the growth pattern of pay television. Paul 
MacNamara, Telemeter vice president, is quoted as having said: “It won’t be an overnight 
revolution. We need a year of pumping to attract viewers and capital. We'll concentrate 
our initial effort in New York, Chicago, and Los Angeles, where there are some 9 million 
TV sets. We can probably only manufacture 250,000 coin boxes in that first year, but as 
soon as we place them in homes, we’re in business.” Collier’s, September 16, 1955, p. 55. 

* Principal comments in general allocation proceeding, pp. 11-12. 

« See footnote 36 and p. 27, supra. 

, The more realistic prospect for the extension of television to those areas lies in the 
urther development of low-power stations, booster and satellite stations, and community 
‘ntenna systems. The use of such techniques will bring service to the less than 1 percent 
of the population presently not served and will not affect the present free service being 
received by the more than 99 percent of the population. 

“Joint substitute petition concerning subscription television, pp, 11-12. 
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proposes that, for an initial period of 3 years, the right to transmit pay pro. 
grams be restricted to UHF stations and those VHF stations which can mae 
a showing of special need. Zenith suggests a 2-year limitation and _ proposes 
that both UHF and VHF stations be required to show special need. Such neg 
would be established prima facie by the fact that a station carries less than Tl, 
hours of commercial network programing. 

The suggested limitations offer little hope of solving the allocation problem, 
It is clear that economic forces would drive the proponents to utilize existiy, 
VHF stations in the largest markets. The 2- and 3-year restrictions to needy 
stations fit their plans perfectly. They would be able to find, in leading markets, 
existing VHF stations that met their test of special need, and they do not inteng 
to expand service beyond those markets for a few years. Under the Zenith test- 
stations carrying less than 7% hours of commercial network programs—pay 
television operations could be established on existing VHF stations in Now 
York, Los Angeles, and Chicago. While Skiatron has been less precise thay 
Zenith about what a station must show to establish special need, there is little 
doubt that it could also find existing VHF stations in leading markets that 
would qualify under its vague standard. 

Even if it be assumed, however, that pay television would encourage the cup. 
struction of a few new UHF stations in the large markets during the limitation 
period, that would not solve the allocation problem; it would aggravate it. At 
the end of the temporary limitation period in which those UHF stations had 
been artificially protected, they would be faced with competition from VHF sta. 
tions which could offer larger audiences for pay programs. The proponents 
would then turn their backs on the UHF operators whom they had induced to go 
on the air and transfer their programs to VHF stations. 

More important, even if pay television were to result in the establishment of a 
few new stations during the limitation period or afterwards, that would not 
mean more service for viewers; it would mean less. It would be small consolation 
to the viewer that he could receive the signals of an additional station if the 
cost to him were that he had to pay for the most popular programs on all of the 
stations from which he had previously received free service. To attempt to 
create a few new stations at such enormous cost to the American public is clearly 
not in the public interest. 

Ill. THE PUBLIC CHOICE 


The proponents make the superficially attractive argument that pay television 
should be given a trial in the market place so that the public may have a free 
choice between pay television and free television. 

What is the choice that would face the public under that trial? It would not be 
a choice between (1) viewing for pay new channels and new programs and (2) 
watching without charge the channels and programs that were formerly available. 
The public could have such a choice only if both the channels used for free tele. 
vision and the program carried on those channels would be left unaffected by 
pay television. We have demonstrated, however, that pay television would not 
be a supplemental service, that it would encroach upon existing channels and 
would draw away the best of free programs. Thus, American families would 
have the choice of paying to watch programs that they now see free or of not 
seeing them. This is no choice at all. 

But even if some people could be coerced into paying enough money to make 
pay television profitable, that would not prove that a pay system was in the 
public interest. All that it would prove is that a small minority could make pay 
television profitable for its promoters. 

As we have pointed out, and as the proponents themselves readily concede,” pay 
television could be successful if only a small portion of the present television audi- 
ence were able and willing to pay for programs. For example, if only 10 per- 
cent of the families who now watch the Ed Sullivan show were willing to pay 
50 cents to see that program if it were no longer available free, the promoters 
of pay television would make a handsome profit and could black out the show 
to the other 90 percent of the viewers. Thus, success in the market place woul 
merely prove that a minority, presumably composed of those in the higher it- 
come brackets, was willing to pay for programs that were no longer available 00 
a free basis. That minority would pay enough to deprive the majority of 
American families of the programs and channels upon which it now depends for 
free service. That is the democratic test of the market place which the pr 
ponents seek. 


* See footnote 19, supra. 
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Senator ScuHorrren. Mr. Rogers is our next witness. You may pro 
ceed, Sir. 

I note you have a written statement here / 

Mr. Rogers. Yes, sir. 

Senator ScHOEPPEL. You may proceed in your own way. 

Mr. Rogers. Very well, sir. 


STATEMENT OF LAWRENCE H. ROGERS II, VICE PRESIDENT AND 
GENERAL MANAGER, WSAZ, INC. 


Senator Schoeppel, gentlemen, I have a prepared statement which 
has been distributed to you, and I would prefer to save the time of 
the committee in reading this entire statement and instead address 
myself to some of the highlights of it in order to tell you who I am 
and why I am here and answer perhaps some of the questions that 
were specifically brought up by Senator Pastore earlier. 

Senator Scuorepret. That will be quite all right, and we will let 
the record show that your entire statement will be printed in the 
record as though you had read it. | 

Mr. Rogers. I appreciate that, sir. 


(Mr. Rogers’ prepared statement is as follows—his oral testimony 
begins on p. 1338 :) 


Mr. Chairman, distinguished Senators, my name is Lawrence H. Rogers, and 
lam vice president and general manager of WSAZ, Inc., Huntington, W. Va., 
licensee of television station WSAZ-TV and radio station WSAZ, a position I 
have held since 1951. I am also president of radio station WGKV, in Charles- 
ton. I am under 35 years of age and a combat veteran of World War II, in 
which I attained the rank of captain of armored field artillery. 

I have been engaged in broadcasting sales and management for the entire 
10 years since I left the armed service. I have been station manager of 
WSAZ-TV since before it was built in 1949. I am sincerely grateful for the 
opportunity to address remarks to this great body and am somewhat overawed 
by this display of representative government in action. I presume to offer this 
personal background because I am speaking as an individual broadcaster on a 
subject of vital concern to all who are daily a part of television broadcasting— 
nost important of all, the nearly 40 million families whose television receivers 
are of no earthly use to them except through the reception of programs from 
stations such as I represent. While I cannot speak for the operators or licensees 
of any other TV stations, I feel certain that what I have to say must necessarily 
be reflective of the station licensee’s point of view. 

What I have to say here today springs from deep conviction and is neither 
notivated nor contributed by any outside agency or the selfish interests of any 
pressure group. I feel that this is of paramount importance because the pre- 
ponderance of the attacks made on the established patterns of free American 
broadcasting, whether in this action or dozens of others, spring from the hope 
of personal or corporate gains on the part of those who can see a fertile field 
for profit and self-aggrandizement in attaching themselves parasitically to a 
phenomenon that has captured the hearts and imagination of the whole American 
people. In almost every case the proponents of toll television and the defenders 
of free broadcasting are engaged in a tug of war over the cash registers of the 
Nation's four-hundred-odd TV-station transmitters. I think it is a safe assump- 
tion that those of us who like to be called professional broadcasters could as 
easily make a comfortable living off any system of TV-program distribution. 


THE ISSUES 


The issues, then, can be pared down to the very substance of the licensing and 
operation of broadcasting stations, namely, the public interest, convenience, and 


necessity. If it can be shown that free broadcasting is not fulfilling this basic 
charge of the Communications Act, or, conversely, that a system of toll television 
can do so in a more efficient manner consistent with the rights and prerogatives 
of the whole public, then fee TV should, indeed, be substituted for free TV. 
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No one, not even the proponents of toll television, has seriously undertake 
to challenge this statement by David Sarnoff: “The American people now receiye 
free, the best television service available anywhere in the world. ‘There an 
more television broadcast stations in the United States than in all the rest of 
the world combined. There are more television receivers in the United States 
than in all the rest of the world combined. American television stations offer the 
American people more television programs and a wider choice of televisioy 
programing than ony other television service in the world.” (David Sarnoff 
chairman, NBC, Inc., June 6, 1955, before FCC, docket No. 11279.) 

It is noteworthy that this statement stands as an apparent fact for all to gee 
in spite of the cries of doom of all the principal proponents of toll TV, notably 
Eugene F. MacDonald, the high priest of Phonevision. Of his many tirades 
against free broadcasting of television, this is perhaps the classic because j; 
was written by Mr. MacDonald immediately before the miracle decade of free 
television’s development began in 1946: “There is nothing wrong with television 
that money won’t cure * * * the sooner we can convince televisionaries that the 
advertisers haven’t sufficient money to pay for the type of continuous programs 
that will be necessary to make the public buy television receivers by the mil. 
lions, the sooner the industry will start applying its brains to a technica! 
solution to obtain a box office.” (Television Will Cost Big Money, by B. F. Mac 
Donald, Jr., Colliers, June 29, 1946. ) 

A complete answer to this prediction is contained, somewhat frivolously, in 
this little booklet prepared by the Television Bureau of Advertising—of which | 
have the honor to be treasurer and member of the board of directors. It purports 
to show, through statistics arrived at by the United States Bureau of the Census 
on television receiver ownership and by the TV Department of Eugenic Statistics, 
that not even rabbits, with their prodigious ability to multiply under pptimum 
conditions, could equal the rapidity with which United States television homes 
have mutiplied in the short space of 8 years. (Even Rabbits Couldn't Do This 
Well, Television Bureau of Advertising, 1955. This booklet has been retained in 
committee’s files.) It is interesting to note that the figure of 32 million tele- 
vision homes—as against a mere 24,078,402 rabbits in the same length of time— 
has since been undated to a figure approaching 40 million television-equipped 
United States homes. 


DEFINITIONS AND SCOPE OF TOLL TV 


What is this toll TV that its proponents claim is so necessary to our way of life? 
Since you are already fully qualified to answer this question by virtue of a con- 
plete presentation by its proponents, I shall limit myself to a few of the salient 
features mentioned prominently by all the various members of the coin-box 
brigade. ” 

1. Toll TV should be put into operation by and presumably at the cost of 
the existing licensed stations under standards set forth by the FCC. 

2. As a slight variation to No. 1, the suggestion has come forward that the 
toll TV licenses be restricted to UHF licensees as a stimulus to broadcasting 
in the upper reaches of the spectrum. 

8. Hours of operation should be a portion of the present schedules— 
perhaps the “not more than 20 hours a week between 6 and 11 p. m.” being 
typical. 

4. Broadcasters’ license responsibilities to remain unchanged. 

5. Equipment to make toll systems possible to be leased by proponents. 

6. Programs to cost viewer estimated 25 cents to $2. 

7. Service to be complementary to advertiser-supported free TV and in 
no sense a replacement. 

8. Programs to be presented for pay to include current motion pictures, 
dramatic and musical stage shows, educational and cultural prograils, 
sporting events, operas, Broadway hits, programs to specialized groups 
only—technical, medical programs, ete.—not designed for general public 
consumption. 


1This compendium is drawn from the proposals of the three major proponents of toll TV 
as filed with the FCC, June 9, 1955: International Telemeter Corp., Skiatron TV, !n¢ 
and Zenith Radio Corp. 
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1. TOLL AS STATION RESPONSIBILITY 


That the proponents of toll TV should suggest that the more than 400 televi- 
sion stations of the Nation embrace this idea and install the system themselves 
ig as ingenious a technique as has been seen since the monkey in Aesop’s Fables 
talked the cat into burning his paws by reaching into the fire after hot chdst- 
nuts. If anyone’s hair is to be singed it is most assuredly not that of Zenith, 
Skiatron, or Telemeter. The really surprising part of this is that these people— 
adult and successful businessmen—should believe the Nation’s broadcasters to 
be so incredibly naive. 

In the short space of 7 years my company has explored, developed, installed, 
rejected, experimented with, and operated every development in the television 
equipment, transmission, and programing field that has been made available to 
the local television broadcasting art. We take some perhaps pardonable pride 
jn an overall investment in facilities in the neighborhood of $2 million in a city 
of 100,000 population, where by Mr. MacDonald’s myopic standards advertising 
revenues were not available and could not become available to underwrite a 
project of this magnitude, much less program it in such a way as to attract 
a major audience. The entire project has been conceived and executed under 
the single broad policy of providing the greatest possible television service to 
the greatest possible number of people, with a single rallying point in the 
admonition of our license from the FCC to operate in the public interest, con- 
venience, and necessity. If you will forgive a minor digression, I believe it is 
germane to outline our operations. 

WSAZ-TYV began operations in 1949 in a Sahara of television, opening a small 
oasis in the form of a station fully equipped to provide local live, film, and 
remote programs since there was no source of network. The Zenith view that 
this was impossible did not dampen our enthusiasm for providing programing. 
It is true that the circulation base was not broad enough to attract major 
advertising money. Accordingly, we lost nearly a quarter of a million dollars 
in a year’s time. We adopted two avenues of attack: One was to provide the 
network service, the other to provide the maximum geographical coverage that 
FCC standards and our engineering brains would permit. 

In the absence of common-cearrier facilities we invested an additional $150,000 
to build our own microwave relay system from Cincinnati to Huntington in 
1950: Our faith in the future was rewarded by a contract with the National 
Broadcasting Co, which assured us of sufficient revenues to amortize the relay 
investment while providing a program base, in addition to our heavy local 
schedules, to attract a great audience. As soon as new FCC standards were 
announced, we became the first station in the United States to install and operate 
maximum effective radiated power. It developed that this was still far from 
sufficient to bring adequate reception to the vast areas of West Virginia, eastern 
Kentucky, southern Ohio, and western Virginia, where the need for TV service 
is underscored by great separation from modern city advantages, and terrain 
conditions which make transportation facilities almost primitive. Thus we 
went to the next most logical step. This involved the erection at fearful cost 
of an entirely new transmitter installation and a giant tower 1,100 feet in 
height which could send a viewable picture to the very depths of the mountain 
country just described as well as to the vast, but remote, industrial complex 
of the Ohio and Kanawha River Valleys. I will spare further details in reaching 
my major premise. 

What has been the reaction of the public to these efforts to bring them a 
superior service? Over half a million families in nearly 100 counties have 
responded by making an estimated $150 million investment in TV receivers 
alone. The boom in the area served by this station, when contemplating sales, 
service, and allied employment attributable to the coming of television, amounts 
to a quarter billion dollars—equal to the total retail sales of our home city 
ina year, 

Has this miracle been made possible by a second-rate program service that 
needs to be replaced by a coin-operated jukebox, the output of which is neither 
the concern nor the responsibility of the operator? The question is so obviously 
ridiculous as to supply its own answer. 


75589—56—pt. 3——_19 
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Do any of the toll TV proponents know what free broadcast teievision means 
to people of this segment of the United States? Certainly not. If they qiq 
they would be embarrassed to suggest asking them to trade it for their shoddy 
promise of better programs on a pay-as-you-look basis. The people of our great 
Middle South mountain areas are not second-class citizens, even if they 
have second-class comforts in point of travel, entertainment availability, educa. 
tional facilities, and all the modern conveniences of urban life. Thus, whep 
the living TV screen invaded these territories in such awesome numbers, jt 
was because the people were for the first time on a par with their big-city 
brethren in watching the world go by and choosing what part of it is for 
them. For the first time in America’s history all citizens everywhere, including 
the West Virginia-Kentucky mountaineers, have a front-row seat for the great 
events of the Nation and the world. Their enlightenment, and, therefore, their 
participation in the processes of democracy, is no further from them than the 
switch on their television sets. 

What does this mean to a mountaineer? Let me give you one firsthand 
example: I visited 2 years ago the home of a coal-mine foreman in the Buffalo 
Creek area of Logan County, W. Va. A graduate of an eastern engineering ¢o!- 
lege, this man lives with his wife and two boys in a modest frame house literally 
hung from a steep mountainside. The center of their home life is their teleyj- 
sion set—on which, incidentally, the reception is more nearly perfect than any 
of thousands I have seen in the homes of city dwellers, my own friends included. 
Their home is reached by a mud road which most of the year is passable only by 
jeep and, when Buffalo Creek is up, is not passable at all. When I asked for the 
location of his TV antenna, this man showed me proudly a firebreak he and his 
sons had hacked 4,000 feet up the side of the adjacent mountain to install an 
open-wire transmission line for a mountaintop receiving location. A junction 
box on his back fence fed a signal also to the TV sets of his two nearest neighbors. 
This technique is in common use in hundreds of communities in this region. 
The measure of the importance of free TV to this young American family was 
graphically underscored by the grisly exhibit hanging on the back fence with the 
line amplifier. There were the skins of 27 rattlesnakes killed by this citizen and 
his son while erecting their antenna. 

Who will explain to this man the necessity for having his nightly TV service 
blacked out unless he chooses to pay 25 cents to $2 per program? Who will 
explain to these half million, indeed, to the Nation’s nearly 40 million set owners 
that they made a grievous error in buying a TV set which can only be rectified 
by paying a program-by-program tribute to the barons of toll TV? 


2. TOLL TV ONLY ON UHF 


The proposal of some of the toll TV proponents that UHF be exclusively re- 
served for this purpose suggests that they acknowledge their utter disregard for 
the public. Since the crux of the so-called UHF' dilemma is the inability to date 
of most UHF stations to provide an adequate coverage base, the very fact of 
limiting toll TV to these frequencies presupposes excluding the overwhelming 
majority of the Nation from participation. It sounds suspiciously as if Skiatron 
believes there may be some. political popularity in a thinly veiled proposal to 
“help UHF.” Once, again, we see that approach of the pressure group, rather 
than the serious public servant. 


3. HOURS OF OPERATION 


Naivete rides again in the hours of operations proposals. All of them might 
be boiled down to this thesis on the part of the box-office boys : “Since we are only 
concerned with those shows we have been able to lure away from the broad- 
casters. and which will bring us the biggest bonanza, heaven forbid we should 
be responsible for programing these odious little transmitters during the other 
70 to 85 percent of the work they are required to operate them.” Concern for 
the public presupposes having a worthwhile service available at any time it 
can be reasonably expected that there will be an audience. Concern with only 
the peak 15 percent viewing times bespeaks concern only for the click of the 
turnstile and the click of coins. 


4. BROADCASTERS’ RESPONSIBILITIES 


It is fitting that any such proposals as have been advanced by the proponents 
here be accompanied by a disclaimer for any responsibility to account for the 
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welfare of the public. In short, the proponents of toll TV have said to us 
proadeasters that if we like this responsibility to operate in the public interest, 
we are welcome to it. They are only asking for a comfortable seat by the cash 
drawer. 


5. EQUIPMENT LEASED BY PROPONENTS ‘ 


The leasing of Phonevision decoders. or other toll TV. devices for collecting 
money is another example of the generosity that is common to the proponents 
while they are dividing the spoils of free broadcusting television. It has -per- 
haps occurred to all of them that even their suggested minimum figures like $2 
per month collected from all the TV families of the Nation amounts to a stag- 
gering $9 billion per year—a very creditable figure for “feecasters’ who have 
yet to produce their first television program for the public interest, or for the 
interest of anyone else, for that matter. Additional revenues derived from 
the broadcasters for transmitter conversion and terminal equipment will add 
to the haul, of course. It is inconceivable to a broadcaster that serious con- 
sideration may be given to a requirement that he make further investments 
in equipment designed to reverse the very accomplishment of the past 7 years, 
to eliminate the ability of thousands of families to view TV except under special, 
and paid, conditions. 


6. PROGRAM COST TO VIEWERS 


Of course, the proposals, running from 25 cents to $2 per program for toll 
TV viewing, are asevariable as the winds of Mareh. The one fact that! is’ cer- 
tain is that if the American public wanted to pay so much as a thin dime above 
its present equipment investment it would have expressed itself through re- 
luctance to buy and use television receivers in such staggering quantities. The 
well-known research firm of Elmo Roper & Associates prepared a comprehensive 
study on this subject entitled “A Study of People’s Attitudes Toward Subscrip- 
tion Television in Columbus, Ohio,” in May 1955. Inte views were conducted in 
504 homes, selected with most careful consideration to reflect an economic and 
cultural cross-section of the community. Of these, 449 were television-equipped 
homes. In the final question, when people were asked how they would vote 
on the question of whether or not to authorize the system (subscription tele- 
vision) the answers were 13 percent in favor, 65 percent against, 12 percent 
with reservations, and'10 percent just didn’t know what they would do. 

The Television Bureau of Advertising in recent research in Chicago, com- 
paring television use with newspaper reading, found that the average of 7,000 
Chicago families use its TV set for nearly 70 hours per week. Translating this 
average in terms of the proposed minimum of 25 cents per toll program, we are 
talking about $17.50 per week. This is a very sizable amount of the average 
American family’s food budget, and is way beyond proportion of anything it 
could or would contemplate for entertainment, on or off of television. It is ap- 
parent that only the “haul” is of: any concern to those who would charge for 
TV. 


7. TOLL TV ONLY COMPLEMENTARY 


The claim that toll TV is an additional service and will not replace free broad- 
casting, is probably the most preposterous of all. On the contrary, it is my belief 
that the proposals to authorize toll TV on existing broadcasting channels is a 
calculated attempt to supplant the existing nationwide free TV service. Contrary 
to the assertions of the proponents, peaceful coexistence between free TV and 
fee TV is like companionship with the Comintern. The long-range goal of both 
is to devour the world. The two systems are economically incompatible, since 
they are directly competitive for program sources, talent, and audience. If 
indeed toll TV were as successful as its proponents claim it would be, free TV 
could not compete. The vast sums of money that could be realized from a direct 
tax upon all the public as against the indirect support provided broadcasting by 
everyone through use of the sponsor’s products would supply the fee TV opera- 
tors with a war chest against which no broadcasters or advertisers could hope 
to compete. Thé result would be merely to charge the public for what it now 
receives free. President Walter O’Malley of the Brooklyn Dodgers tore the mask 
off the pious claims of the toll proponents that they do not intend to disturb 
the present free program structure. Dissatisfied with the revenue the Dodgers 
how receive from free television, he stated that if toll TV were authorized by 
the FCC he would sell his club’s ballgames on the TV coinboxes at 50 cents a 
fame. While he envisioned as much. as. $50,000 from a single game via sub- 





1334 TELEVISION INQUIRY 


scription TV,* he did not point out that an audience of 100,000 sets is but a smal) 
fraction of the number who now watch such events free. In any such case the 
yardstick is not the service to the whole public, it is the size of the box office 
return. 

As for promises that new and wonderful educational programs will be aimed 
by toll TV at small minorities, this is merely perfume sprayed at the United 
States Senate, the FCC, and the public to prevent.a careful scrutiny of the most 
gigantic raid on the public pocketbook ever conceived under free enterprise 
The promises are made by patent holders. who have said: they will only lease 
equipment, while the station operator must remain responsible for program 
choices and station operations. If, as you have stated; installation of toll Ty 
in a single major city will cost tens of millions of dollars, this money can only 
be recovered by putting on shows which will attract the largest audiences, not 
educational features for small minorities. 


8. PROPOSED TOLL TV PROGRAMING 


It is at this point that the whole toll TV house of ecards must collapse, since 
it has been built over the years on the contention that only through toll TV, 
with the viewer footing the bill, can television bring worthwhile programing 
to the air. One of the original aces in the hole of the Hollywood motion picture 
industry when TV came along was the hope that fee TV would provide a new 
market for vaults loaded with grade A pictures never seen on TV. 

Hollywood’s ace has become a deuce according to an editorial in its important 
trade publication Film Daily. Commenting on the network spectaculars and 
other 60- and 90-minute special programs, Film Daily shouted: 

“Toll TV is here now—for free—mark this down in your book. The TV con- 
petition that was only to come with the advent of the pay-as-you-see variety is 
actually here—for the mere twisting of the dial, and no charge.” * 

After a complete résumé of the program plans of all three networks, the movie 
trade paper examined ABC’s plans for hour-and-a-half and 2-hour filmed dramas 
next season with these comments: 

“Do you have to be told that to all intents and purposes, these will be new 
motion pictures? And, of course, for free— 

“The advent of the 90-minute dramatic show—and the looming 2-hour dra- 
matic telefilm later—suggests a highly interesting question: What happens now 
to the value of the major studio libraries?” ‘ 

The crux of the entire controversy over toll TV must in the final analysis rest 
on the public interest; that in turn must be articulated in the form of pro- 
graming available to the public. Not the wildest dreams of the toll proponents 
could have envisioned either the quality or the frequency of really great television 
as it is today, much less the ability of the dynamic American market place to 
provide a solid financial base for it. The fact is, it is time for us operators, if 
— toll nonsense is not soon turned off, to assume the attaek instead of the de- 

ensive. 

As a recent case in point, the National Broadcasting Co. bought Laurence 
Olivier’s 3-hour epic film of Shakespeare’s Rictrard ITI for $500,000 and showed 
it free, to the largest television audience ever to see a daytime feature. Not only 
did it receive critical acclaim from press and audience alike, but it was also 
sponsored. No more clearcut answer is needed to the cries of Zenith Radio 
Corp. that the FCC should authorize subscription television “premised upon 
the public need for programs of true box-office caliber to supplement existing 
types of programs.” 

I will not extend these already lengthy remarks by citing for you all the 
splendid programs that form a daily increasing panorama on the screens of 
America’s free TV sets. You are as familiar with them as I. However, | 
should like to point out an article in a recent issue of Newsweek, entitled “TV, 
Big Hearted Angel, Makes Broadway Bloom”—as if chiding the toll TV sooth- 
sayers, Newsweek says “Broadway artists, thanks to the all but insatiable needs 
of television, had never been busier, the Broadway theater, flourishing under 
the same well-heeled influence, was at the same time undergoing a transforma- 
tion that might shortly affect a multitude of other stages across the country and 
was already being seen in millions of living rooms. 


2 Radio Daily, March 5, 1955. 

’ Film Daily, November 22, 1955. 

‘Film Daily, November 23, 1955. 

* Zenith Radio Corp. press release, June 9, 1955. 
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“Before TV, the Broadway hit was an experience inaccessible to most Ameri- 
cans; at best they had to settle for a Hollywood multilation—or copy of the 
original. Now, the full-length Broadway play is becoming a standard (if still 
infrequent) feature on TV channels and seems certain to become much more.” ° 

Thus it will be easily seen that the effort of the Zenith Radio Corp. and others 
to differentiate between what they describe as box-office programs and advertising 
programs falls apart of its own weight. I will readily admit that 2 or more years 
ago it was impossible to get the producers of many major events to permit them 
to be shown over television, just as it was impossible to secure sufficient adver- 
tising support for them. Both the former facts were attributable to a lack of 
sufficient circulation to make the showing either desirable for the producer or 
profitable for the advertiser. The rabbitlike multiplication of free TV’s audience 
has solved both these problems together. Now that the toll titans have irre- 
vocably lost this major phase of the battle their tactic has changed. They now 
loudly petition the FCC to set up standards for a so-called experimental operation 
in one major city, and they have unfortunately received some support within the 
Commission. This experimental arrangement with cost running into tens of 
millions reminds one of the ancient Moslem fable of the camel allowed to have 
his nose in the tent. And the proponents know perfectly well that their experi- 
ment will be merely a bridgehead from which to launch a full-scale attack on free 
American television. 

Mr. MacDonald and his cohorts have said that Broadway, opera, and features 
movies could not be brought to free TV. Mr. Weaver, of NBC, and others, have 
proved him wrong. Taking the one example of Richard III as a premise, let us 
see what would happen with a subscription TV experiment. The price is $500,000 
for one showing. This we know because we have already done it. 

Sut let us suppose the people did not have the opportunity to see it free and 
that the FCC has authorized Washington, D. C., as the city of experiment for a 
toll TV installaion. There are nearly three-quarter million families who depend 
upon the TV service of Washington’s four stations.’ Let us suppose that the 
subscription crew can succeed in installing coinboxes, meters, or telephone pay- 
station lines on a third of them (which in itself is preposterous). Then let us say 
that the day Richard III is shown for these 250,000 cash-register set owners that 
we succeed in getting the unheard-of total of half of them tuned in for the whole 
show. ‘This means that 125,000 viewing homes will have to pay $4 each (or 
double the maximum suggested by the proponents) just to defray the one-half 
million-dellar cost of the film alone, before one penny is applied to amortizing 
the staggering installation expense at the homes and the television station, not 
to mention the operating expense of the station whose service has been denied the 
other half-million families in the interim. Most important of all, this does not 
include the royalty of the patent and license holder nor the rental of the equip- 
ment. How much then—$10 per show ; $15 for Richard III? We gave it to our 
audience free. 

But now the camel inches into the tent. Mr. MacDonald and his friends will 
cry “Unfair. If we had not been limited to Washington, D. C., with its measly 
quarter-million coinboxes, we could have reduced the price and raised the take. 
Just let us add Philadelphia, Milwaukee, Denver, St. Louis, and yes, even 
Huntington, W. Va., then we'll make it pay.” 

Surely I need not labor further the classic gambit of boring from within. 

The greatest object of fear of Mr. MacDonald and the coinbox brigade has con- 
stantly been the networks, upon which the whole foundation of television’s crea- 
tive programing structure rests. That the networks were a just object of terror 
is well demonstrated by the massive array of so-called box-office attractions 
that daily and nightly parade through the living rooms of America free through 
the program ingenuity and total advertising effectiveness of ABC, CBS, and 
NBC. Despite the huge investment in local facilities and the forty-odd hours a 
week of local interest programing undertaken by WSAZ-TV (of which, inciden- 
tally, almost half is now being presented locally in compatible color), I would be 
the last in the world to suggest that this would be possible without a dynamic 
and competitive network structure. It is no wonder that the toll proponents 
have seized eagerly on the allies it can find in the fields of Hollywood motion pic- 
tures, syndicated films, and their spokesmen, to join them in their frontal assault 
on networks and their operating principles. Mr. MacDonald pleaded in his last 


* Newsweek, February 27. 1956. 
' Television Age set count, April 1956, p. 135. 
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petition to the FCC for recognition of what he called a two-network monopoly 
over the programs and revenue of the broadcast industry.* 

Taking these points in order, the Television Bureau of Advertising has just 
released new research showing that network television is only half the picture, 
Network programs provide only 53 percent of total telecast hours. on the stations 
of the Nation, the remaining 47 percent being local and syndicated film origi- 
nations.’ Similarly, local and national spot revenues account for more than 
half the advertising revenues of the stations. These are facts, so newly arrived 
at that the source material is not yet in general distribution. 

Since we know the network monopoly charge to be a myth, let us examine 
the two-network monopoly fiction. Here, Zenith uses the popular technique 
of attacking the presumably rich and powerful in the hope that the traditional 
American sympathy for the underdog will help him to divide and conquer. It is 
not to be denied that until the past year the law of supply and demand for TY 
station facilities has made an exceedingly difficult time for the American Broad- 
casting Co. and its television network. Did ABC join the throng in attacking 
networks, in the hope of improving its position? Most emphatically not. Instead 
it has embarked on a bold venture into new and imaginative programing that 
has drawn acclaim from viewers and widespread acceptance of its programing 
by stations. There there is a truly competitive race between three networks with 
consequent gains to all the public is amply testified to by the recent award (April 
18, 1956) by Variety, the magazine of show business, to Robert E. Kintner, ABC 
president. 

With your indulgence, I should like to make the Annual Variety Show Manage- 
ment Award for 1956 a part of this record: 

“Little more than 3 years ago, Robert E. Kintner was in the position of a ¢ap- 
tain going down with his sinking ship in an ocean-of:calm. The-ship was the 
ABC network, and the sea was a peaceful ocean of expanding prosperity for 
television. Nobody should have been sinking, but the network was like a steamer 
that needed repairs but couldn’t afford to have them made. Things had gone 
from bad to impossible. 

“In February of 1953, the FCC approved the merger of ABC and United Para- 
mount Theatres. In the past year, the regeneration of ABC has become a fact. 
Its television billings rose to $50 million; radio held its own as much as the 
other networks. It was nudging the powerfully entrenched NBC and CBS in 
traditionally tough time periods; it was actually pushing them in others, and it 
was well out in front and on its own in a selected few. If anyone had dreamed 
3 years ago that ABC programing would be the cause of cancellations on NBC and 
CBS, or that brand-new afternoon programing on ABC would be giving years-old 
CBS and NBC shows a run for their money, he wouldn’t have admitted it to his 
psychiatrist. 

“But that’s the picture today, and with a base to work from, ABC can go no- 
where but up. With ever-increasing resources at its command, with a black-ink 
operation on its hands, with a pioneer relationship with Hollywood’s holdouts 
to its advantage, and with dozens of attractive adjacencies for exposure-hungry 
sponsors, the network’s future seems assured. 

“It’s relevant to note that for better or for worse;.ABC is fundamentally a 
one-man operation. In spite of the Paramount Theatres relationship, in spite of 
an expanding staff and workload, Kintner is still running the show and running 
it himself. When there are mistakes to be made, they are usually Kintner’s mis- 
takes. When there are bows to be taken, they belong to Bob Kintner. 

“That the mistakes are rarities and the bows are frequent is a tribute to Kint- 
ner’s astuteness as an all-round broadcaster—as Kintner the programer, the 
salesman, the administrator, the planner (and, incidentally, this year’s NARTB 
keynoter). It is difficult to visuadize ABC’s remarkable progress as the work of 
one man, but essentially it is. The bold step into contracts with Disney, Warner 

sros., and Metro, the 7:30 cross the board kidstripping, the emphasis on feature 
films, and particularly the b. o.-poison British pictures—all may have been sug- 
gested and put into work by his aides, but the responsibilities, the risks, and the 
final payoffs all belong to Kintner. 

“For accomplishing the Herculean task of building a hard-pressed network, in 
a literal sense as well as in the figurative areas of programing, affiliates, and 
sales, into a powerful competitive force with all that such competition means for 


®Comments of Zenith Radio Corp. and Teco, Inc., before the FCC, docket No. 1127), 
June 9, 1955. 


®TV Business, Television Bureau of Advertising, vol. 1, No. 2, April 1956. 
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viewers, advertisers, and stations, Bob Kintner is the outstanding choice as 
show manager of the year.” ” 


CONTEMPORARY COMMENTS 


Your own colleagues, past and present, in the Congress of the United States 
have called to mind some of the accomplishments of television. The late Senator 
Charles Tobey said in November 1952, “Certainly the Nation’s radio and television 
proadeasters went beyond the call of duty in serving the public interest. They 
gave unstintingly of their facilities to sell an ideal—that of good citizenship— 
and the record vote is a testimonial to both the responsibility of American broad- 
casters and the impact of their media.” 

What is the position of the telecaster in political campaigns if he is programing 
for the coin boxes? Will he still be able to sell good citizenship to a citizenry 
that has to pay extra for it? 

What of the public servant who wants to run for office and is advised that he 
can buy time if he wants to, but his constituents will have to pay to see him and 
hear what he says? Is this so farfetched? Not at all, unless you believe that 
this industry—or any industry—can endure half-fee and half-free. I maintain 
that it cannot, that a house divided against itself cannot stand now any more 
than it could when President Abraham Lincoln first immortalized those words. 

The Honorable Edwin Johnson, himself a member of this body during his 
many years in the Senate, said on June 16, 1954, ‘Television is the most remark- 
able, and certainly the most widely appreciated of the handmaidens of elec- 
tronics * * *. In my judgment it will have a far greater impact on the way we 
live than any other invention or development of modern times. It has restored 
the home to its rightful place as the center of family entertainment and pleas- 
ure. * * * Any institution that makes the American home more than a place 
to eat and sleep is precious to national welfare and life generally.” Could 
Senator Johnson have made these remarks about a machine which, once in- 
stalled, would eat constantly and insidiously into the family pocketbook? Gen- 
tlemen, I maintain he could not—that the greatest glory of American broad- 
casting is that its fruit is available to rich and poor alike without discrimination 
save by the viewer’s choice. To degrade, indeed destroy, this magnificent 
machinery for the public good to the benefit of a few holders of patents and 
licenses would be a crime against the Nation and the people. 


SUMMARY 


The proponents of toll TV played no part in the development of a national 
television service through investment in programing, facilities, and stations— 
all the things that provide a national circulation base of nearly 40 million tele- 
vision-equipped homes, covering over 96 percent of the entire continental United 
States. This communications system having been already created by others, the 
proponents of toll TV, like other elements in the industry—for example the 
Hollywood motion-picture industry and the film syndicators—would seize upon 
the system already developed for free service to all the public in order to find a 
substitute for the theater box office serving but a small fraction of that same 
public—and on a paid basis. More significantly, because of its effect upon the 
public interest, in doing so they would destroy the ability of the free TV service 
to meet the interests of the entire public. 

A perfect biological parallel exists in the example of the parasite which 
attaches itself to the body of a living organism. The parasite grows fat and 
happy, but in so doing invariably and inevitably destroys its host. 

I have already enumerated the accomplishments and creations of the free TV 
system, predicated upon its foundation of network broadcasting. It is signifi- 
cant, indeed the crux of the entire matter, that the proponents of toll TV have 
created nothing, nor do they intend to create anything, except a captive market 
for sales and royalties from techniques of distribution and marketable mechanical 
contrivances for which they hold patents and upon which they intend to main- 
tain a monopoly. That these techniques and devices will be installed at a cost 
of billions to a national public already enjoying the fruits of the free system: 
that they have neither made nor intend to make a contribution to the develop- 
ment of the art of television programing; that they have been mysteriously 
silent on the subject of assuming any of the licensee responsibilities to the public 


* Variety, April 18, 1956, p. 26. 
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of the broadcasters; these and many other evidences point to the clear-cut con- 
clusion that the proponents of toll TV are both prepared to and intend to enlist 
the aid of the Congress of the United States in crippling the greatest force for 
enlightenment, entertainment, and through free choice of free programing 
for safeguarding our constitutional government, that has ever been conceived 
by the mind of man. It is my conviction that this committee will bring such an 
effort to an immediate halt. 

Thank you, gentlemen, for your patience, and for extending me this oppor- 
tunity to appear before you. 

Senator Scnorrren. Now you may address yourself to whatever 
phases of your statement you desire to, and discuss whatever matters 
you choose. 

Mr. Rocers. Thank you. My name is Lawrence H. Rogers, and I 
am the vice president and general manager of WSAZ and WSAZ-TYV, 
and I have held this position since 1951. I am also president of radio 
station WGKYV in Charleston. 

Mr. Cox. This isa VHF station ? 

Mr. Rogers. Yes, sir. 

Mr. Cox. Is it affiliated with a network? 

Mr. Rocers. It was put on the air first in 1949, and it is affiliated 
with the National Broadcasting Co. 

Mr. Cox. How many stations are in the Huntington market? 

Mr. Rocrrs. There are 3 stations serving our market; 2 of the sta- 
tions’ main studios are located in Huntington, 1 in Charleston. They 
are affiliates of all three networks. 

I have been engaged in the broadcasting, sales, and management 
business for the entire 10 years since I left the Armed Forces, and I 
supervised the construction and have been the manager of WSAZ since 
before it was built, in 1948. 

I am grateful for this opportunity to address these remarks to this 
body and I appreciate the display of representative government here. 
I want to give you some personal Leskapount only because I am speak- 
ing in the role of an individual broadcaster and operator on a subject 
which is of concern to all of us who are in the television operation 
picture daily, most important the public of nearly 40 million families 
whose television receivers are of no earthly use to them except for the 
reception of programs from stations such as I represent. 

Obviously, I cannot speak for any other stations. I feel, however, 
that what I say is reflective of the station licensee’s point of view. | 
am speaking from personal conviction and I am neither motivated by. 
nor have my remarks been contributed by, any outside agency. That 
this is important I think is testified to by the fact that I am part of 
that body of professional broadcasters. gardless of what system of 
distribution of programing might be adopted in the public interest and 
designated by Congress, I feel no question but that I and others in my 
position will be able to obtain a livelihood in that distribution. It is 
my personal feeling that the proposals to turn television over to a pay- 
as-you-see system would probably result in greater economic benefit to 
a person such as myself, rather than lesser. Therefore, I have no ax to 
grind as far as the present system is concerned from a percentage 
standpoint. 

I fee] that the issues in this question can be pared down to the sub- 
stance of our license, namely, the public convenience and necessity. 
If it can be shown that free brokilsasting is not fulfilling its basic 


charge of the Communications Act, or conversely that. toll television 
can do so in a more efficient manner consistent with the rights and 
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prerogatives of the whole public, then I will agree that fee TV should 
be substituted for free TV. It has been stated here e, and no one con- 
ected with either side of the question has undertaken to challenge the 
statement of David Sarnoff, that the American people now receive free 
the best television service available : anywhere in the world. 

In spite of this statement and in spite of no denials, Mr. MacDonald, 
the high priest of phonevision, has written many articles to the con- 
trary, a notable one in which he said: 

The advertisers haven't sufficient money to pay for the type of continuous pro- 
grams that will be necessary to make the public buy television receivers by the 
millions * * *. 

I would like to answer this statement by Mr. MacDonald, some- 
what frivolously, with a little booklet which I have here which was 
prepared by the Television Bureau of Advertising. I happen to be 
the treasurer and a member of the board of directors of this organiza- 
tion, which is an all-industry business league to promote the ‘sale of 
advertising through television. This little fantasy is called Even 
Rabbits Couldn’t Do This W ell, and it takes the supposition that a 

handsome buck rabbit set up housekeeping with a young doe rabbit in 

1947. It says you could count on the patter of little feet —aver ‘age lit- 
ter, four rabbits. I will precede this a little bit—if they are half males, 
half females, all romantically inclined, they will produce 4 to 8 lit- 
ters. We will have to assume that they all survive in the best of 
health. Neither hassenpfeffer nor shotguns have been invented yet. 
All of the rabbits mate at the normal age of 6 months. Their new lit- 
ters arrive in 11 weeks. We give these little creatures every break 
that might send their production to new heights. The outcome would 
be an awful lot of rabbits. 

After a few years millions and millions, and yet even with their 
prodigious ability to multiply, even under optimum conditions, they 
still couldn’t begin to equal the rapidity with which the total of United 
States television homes has been accomplished. The best rabbit crop 
that might be accomplished during the 8 years from 1947 to 1955 is a 
total crop of some 24 million flopsies, mopsies, and cottontails. In the 
same period of time the fantastic growth of television homes has ac- 
tually zoomed from a few thousand in 1947 to over 32 million in mid- 
1955. This is based on statistics of the United States Bureau of the 
Census, and this figure has been updated since that time to a figure ap- 
proaching 40 million. 

The Bureau goes on to say, “Nothing has ever grown so big so fast.” 
With this cute little demonstration [indicating], ‘I would attempt here 
to analyze for a moment why this is happening. How did it get so 
big so fast, and how did we get nearly 40 million television receivers in 
the hands of the American public? 

I would presume to give you some of the background of my own 
station’s experience in “reaching this conclusion. In these same 7 
years, my company, supported entirely by advertising revenue in a 
town of a hundred thousand or less, has explored, developed, installed, 
rejected, experimented with, and operated every development in the 
television-transmission field that has been made available to the local 
television art. We have made an investment totaling some $2 million 
to date, in an area where, by Mr. MacDonald’s myopic standards, ad- 
vertising revenues were not available and could not become available 
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to underwrite a project of this magnitude, much less program it in such 
a way as to attract a major audience. 

This entire project has been conceived and executed under the 
single broad policy of providing the greatest possible television 
service to the greatest number of people, with one single rallying 
point—to operate in the public interest, convenience, and necessity. 
I might interject, at this point, that it has been the concept of our 

operation with WSAZ-TV that the public interest, convenience, 
and necessity, are synonymous with successful commercial operation. 

WSAZ began in 1949 in a Sahara of television, opening a small 
oasis in the form of a small station fully equipped to present local 
live, filmed, and remote programs, since there was no network source 

available. Zenith viewed this as impossible, but that did not dampen 
our enthusiasm, though it was true that the base was not broad enough 
to attract major advertising money—by actual count we had only 154 
sets in our area at that time. We lost nearly a quarter of a million 
dollars in a year’s time, and adopted two avenues of attack. One was 
to provide the network service we felt necessary for the base of our 
program, and the other was the maximum geographical coverage that 
FCC standards and our engineering brains would permit. 

There were no common carrier facilities and we were advised 
that there would be none, so we invested an additional $150,000 in 
1950 to build our own microwave relay system from Cincinnati to 
Huntington. Our faith in the future was rewarded by a contract 
with the National Broadcasting Co. This assured us of ‘only enough 
revenues to amortize the relay investment, but it provided a program 
base in addition to our heavy local schedules with which we could 
attract a great audience. 

As soon as new FCC standards were announced, we became the 
first station in the United States to install and operate maximum 
effective radiated power. This was still far from sufficient to bring 
adequate reception to vast areas in West Virginia, eastern Kentucky, 
southern Ohio, and western Virginia, where the need for television 
service is underscored by the great separation from modern city ad- 
vantages, with terrain conditions which make transportation facili- 
ties almost primitive. Thus we went to the next most logical step. 
This involved the erection, at fearful cost, last year of an entirely new 
transmitter installation and a giant tower 1,100 feet in height which 
could send a viewable picture to the very depths of the mountain 
country just described, as well as to the industrial complex of the 
Ohio and Kanawha River Valleys. What has been the reaction of 
the public to these efforts to bring this superior service?’ Over a 
half million families in nearly 100 counties have responded by making 
an estimated $150 million investment in TV receivers alone. 

I might point out that this investment is in addition to complicated 
antennas which were referred to by Mr. Cox a moment ago, some of 
which are on a community or group basis, so that people pay a service 
charge in some instances of $3.50 a month to receive service. 

As an example—and I hope in answer to your question, Mr. Cox— 
this $3.50 a month that some people in some of these areas pay for a 
community or group antenna service is actually less, in substanace, 
than what the city dweller pays to have his antenna put up and re- 
paired and recurrent calls of servicemen. In one little town in our 
area alone—Williamson, W. Va.—where most of the viewing is done 
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with group antennas, there are 5 free television services being re- 
ceived, the 5 being the stations in Huntington, Charleston, Oakville, 
and Bluefield. ‘These people pay only a service charge which their 
city brothers would have to pay as well to keep their sets in proper 
repair, but they can switch the dial and get five competitive services. 

The boom in our area served by this station—when contemplating 
sales, service, and allied employment attributable to the coming of tele- 
vision—amounts to a quarter-billion dollars, which is greater than the 
total retail sales of our home city in a year, Has this miracle been 
made possible by a second-rate program service that needs to be re- 
placed by a coin-operated jukebox, the output of which is neither the 
concern nor the responsibility of the operator? The question is so 
obviously ridiculous as to supply it own answer. 

I wonder if the proponents of toll television know what free tele- 
vision means to the people in these areas. 

Senator Scuorrret. Might I ask a question? In these hearings you 
are talking about free, free, free all the time. Certainly you do not 
assume that the man who buys a television set or the man who buys 
the product of the advertisers—whether it is automobiles, refrigera- 
tors, or what you might buy—he certainly shouldn’t be left under the 
delusion that he isn’t paying for this advertising that goes out and is 
collected for by one means or another. Has there been any émphasis 
put on that? I don’t think so. Why? These people aren't getting 
free service; they are paying for it by increasing the commodity price; 
aren’t they ? 

Mr. Rogers. Yes, sir; I think that that is a justifiable point and I 
think that everyone pays for every service he receives. 

Senator Scnorrret. That is correct. Now we are getting to the 
point where we are even paying for parking spaces in all of the city 
streets of any consequence, for checking accounts, and everything else, 
and the public is not running completely away from it. They are 
getting pretty good service. But this illusion of everything being 
free as against something that you pay for, I do not think has been 
put in proper perspective, and I would like to hear some analysis made 
of that sometime down the line. 

Mr. Rogers. Yes, sir, I think I can answer your question. There 
is no question but that the public contributes with this money to the 
cost of this television system that we have. I would be foolish to say 
otherwise. 

However, the impact of television on upwards of 40 million homes 
in the Nation now, through a system which reaches in excess of 96 
percent of the area, and the fantastic impact of this medium as an 
informational, educational, cultural, entertainment, and advertising 
sales medium, is such that the average advertiser is able to distribute 
fantastically greater quantities of goods at less price than he was 
ever able to do before the development of the concept of advertising 
under the free-enterprise system. 

Senator Scnorrret. That is correct, and it is one of the finest 
things that has happened to this country. It has made more employ- 
ment, more genius has gone into the competitive channels, and better 
products have come out and it shows that the American people are 
willing to pay for it. But they are not getting this thing free. It 
is tacked onto the bill some place, and they are willing to assume it. 
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Mr. Rogers. It is tacked onto the bill in the sense that they are 
buying the products and expressing their appreciation to the manu- 
facturers of the products for the entertainment they have brought, but 
in this process they are paying less for these products than they would 
otherwise have to pay were this method of distribution and preselling 
not available to them. 

In short, I believe a point that is not contained in my statement— 
and I haven’t seen it in other statements—is that the total service of 
television to the total public includes this tremendous marketing 
ability, this preselling, if you will, that makes the broadest problem 
of American industry now that of marketing, in much the same that 
the broadest problem of American industry in the first half of the 
century was that of manufacturing and distribution. 

I believe that television in its present form is vital to the ability 
of American manufacturing genius to get these tremendous quantities 
of goods out to the American people by acquainting them with them. 

I believe that it is on the point to suggest that no attack has ever 
been made upon the free press of the United States or the magazine 
industry, wherein a very fae e percentage, in fact a majority, of the 
printed pages that are distributed by the magazines tad newspapers 
is advertising content. An average daily newspaper will have a 70-30 
ratio. It will present its editorial content on the ability to print pages 
having been supported by 70 percent of the pages in a given day of 
advertising, so that they can devote 30 percent of the pages that day 
to editorial content. If they get a double-truck ad they can add an- 
other three-quarters of a page editorial content to that paper. I am 
not attacking the newspapers, but I am suggesting that the reasons the 
great daily newspapers of the United States reach most of the people 
in most of the cities is the fact that the housewife, in particular, looks 
upon the advertising content of the paper as its principal program 
attraction, and I maintain that the same thing is true of television. 

That this is true of television is underscored by the fact that in most 
consumer products, the distributor organizations and retail organi- 
zations—and drug and grocery stores particularly—will not stock 
an item that does not have television support, because they know 
people will bypass the items that are not familiar to them on television 
in order to buy the ones that are familiar. 

T hope that goes somewhat to the point of the question. 

Senator Scuorrren. I am glad to get some of this in the record so 
we do not say it is for free all of the time, because it is paid for in 
the end product and the price, but it does show a great expansion of 
the ee of this country, and the people of this country are will- 
ing to pay for it. 

Mr. Rogers. Yes, the people of the country are willing to pay for it 
and our contention, as an opponent of subscription television, is that 
a subscription television system will destroy what we know as free 

rograming, by substituting a system where they have to pay per 
individual program unit. 

Further, in my prepared statement—and I was not intending to 
read this part of it—I make a short analysis of what the per program 
cost is likely to be. The proponents have made comments about it 
being $4, $5, or $20 a month, but our Television Bureau of Advertising, 
as I have stated a little bit later has done some recent research in 
which they find in the city of Chicago, for example, the average family 
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views its television set—this is based on a 7,000-family sample; it 
is not shotgun research—the average family in Chicago spends some- 
thing like 69 hours a week with its television set. 

Obviously the service programs that go on all day outside of these 
cream hours we are talking about, to put the toll programs in, are of 
interest to them, because they look at them 69 hours a week. If we 
were to apply the principles that have been presented by even the most 
modest proponents of toll television to, say, a cost of 25 cents an hour 
for programing—amuch less $2 a show—this would build up, at the rate 
of 70 hours a week or 69 hours a week, to about $17.50 a week worth of 
paid entertainment. This $17.50 is over and above any prices that 
these people are paying for commodities which are currentiy bringing 
them the same programs on television. 

It is our contention that these same programs will not be brvught 
to the public by advertisers simply because of the fact that they will 
be siphoned off by toll television, where fantastically greater amounts 
of money can be realized by the program producers, or more im- 
portantly the box manufacturers, from a very much smaller segment 
of the public. The question has been asked—and I am way off my 
statement now, Senator Schoeppel—the question has been asked this 
morning, do we think we can survive with advertising-supported 
television as against toll or subscription television, and I say unequivo- 
cally, no, we cannot survive, because if we decide to give the 15 per- 
cent heaviest viewing time of our station over, or if a competing 
station gives 15 percent of its heaviest viewing time over, to toll pro- 
graming, we will necessarily have to follow the same course. 

If, conversely, this 15 percent of our cream time—or, say, the 3 hours 
from 7 to 10 p. m.—were subtracted from our station, we would be com- 
pletely unable to provide the round-the-clock service that we now pro- 
vide. We would be completely unable to support a news operation, 
for example, that covers largely this hundred-county territory that 
I am talking about, which involves a field-stringer force of some 25 
people feeding film and story material tous. We would be completely 
unable to carry on the forty-odd hours a week of local programing 
which we carry on, largely outside of this 7-to-10 period, because all 
of this is, if yeu examme it on a program-for-program basis, a loss 
operation, My board of directors would be out of its mind if they 
allowed me to do the programing that we do if we were not making 
a profit from our 7 to 11 p.m. period. Possibly 60 percent of our 
revenue, for operations, will be derived from the prime evening hours. 

This means that a show like Current that we do from 1 to 2 o’clock 
every day across the board, which involves local personalities and 
local feature stories from all over our area—and which, incidentally, 
is done every day of the week in color television now—this program 
couldn’t conceivably support itself on our low daytime advertising 
rate structure. But it is an important part of our function to make 
our station a necessity for the people of this area, and it is made that 
way; it is made possible by the revenues that we derive from the 
three evening hours of top-audience programs. 

Mr. Cox. Is it my understanding, Mr. Rogers, then, that you sug- 
gest if one of your competitors instituted subscription programing 
in these prime hours in the evening, even if you did not do likewise, 
that you would be unable to derive any significant part of the present 
revenues you get from advertising in those hours? 
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Mr. Rogers. In the long run, Mr. Cox, that is exactly what I imply. 
Immediately, of course, no; this would not be the case. But if one 
of my competitors were to run from 7 to 10 p. m. every night with 
subscription programs, this presupposes that the Congress has seen 
fit to call this in the public interest and that all stations throughout 
the country would be permitted to do the same thing. If this were the 
case, the attractions which now make the backbone of our audience 
schedule—the schedule which promotes the biggest audience—would 
necessarily be siphoned off into these other pay operations. 

The only way we could conceivably compete would be to go into the 
same pay-as-you-see system. 

Mr. Cox. I gather from what you say that you would then derive 
as much, or more, revenue as you now get and you could, therefore, 
carry on these public-service, less-profitable programs. 

Mr. Rocers. Presumably, but I would like to steer ourselves back 
to the public interest. I am not concerned with my interest at the 
moment. We would be drawing this increased revenue from a greatly 
decreased audience simply because of the fact that the technical prob- 
lem of installing machinery that will work this half million homes 
audience base will take time, and during that time the major attrac- 
tions that will be transferred to toll will be removed from the nonpay 
variety, and in the final analysis, if you give a man a choice of paying 
for what he is now receiving free, a lesser number of them, obviously, 
are going to see these programs. Let me take the case of the fights, 
for example. 


The question has been asked, “Why don’t we have the heavyweight 
ee fights on free, advertising-supported television at the 


moment?” ‘The answer is very simple. It is because a very small 
crowd at $4 a head will provide very much more money than the Gil- 
lette Safety Razor Co. or any other sponsor would be able to pay for the 
same attraction. The question was asked, “Will we lose the world 
series?” I do not have any question in the world but that we would 
lose the world series, for the simple reason that even a minimum of 

ple at $1 a head, again, woul oper so much more money than 
is presently able to be supplied to buy this feature that it would dry 
up and disappear from advertiser-supported, free-for-the-flick-of-a- 
switch television. I might also point out, in reference to Senator 
Schoeppel’s earlier question, that the sixty-odd million people who are 
reputed to have seen the world series the last couple of. times on tele- 
vision, include large numbers of women and children, who do not pay 
a penny for Gillette safety razors and blades. However, the Gillette 
Safety Razor Corp. is able to make this attraction available on the 
basis of selling these products to a lesser number of people. Every- 
one gets the benefit. f think everyone will be the loser if we take this 
away from them and make them pay on a per program basis. 

In the matter of what this service now means to people in our area, 
we are not talking so much of the public in New York and Washington 
now. We are talking about the West Virginia and Kentucky moun- 
taineers—an area of the country that I think would be well for most 
of the people in this room to get a look at some day. The people in 
this great middle-south mountain area are not second-class citizens 
but they do have second-class comforts in point of travel, entertain- 
ment, availability, educational facilities, and all of the modern con- 
veniences of urban life. 
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When the living television screen invaded these areas in such awe- 
some numbers it was because these people were, for the first time, on 
a par with their big city brethren in watching the world go by. For 
the first time in America’s history, all citizens Have a front-row seat 
for the great events in the Nation and the world, events that are 
brought to them because of their purchase of daily necessities, not 
which are brought to them because they pay extra for them. Their 
enlightenment, and therefore their participation in the processes of 
democracy, is no further from them than the switch on their television 
sets. 

I would like to tell you what this means to a mountaineer in the case 
of a single example. I visited a place called Buffalo Creek in Logan 
County, W. Va., and Buffalo Creek is exactly what the name implies. 
It is a deep canyon, a sort of miniature version of the Royal Gorge 
of the Arkansas River, with steep mountains on each side, but this is 
where the coal resides from which the whole economy of the central 
Ohio Valley is drawn. 

In a little shack—you would call it a shack—it is a modest frame 
house that looks dirty only because of the fact that if it is painted on 
Tuesday, it is covered with coal dust on Saturday, so you assume it is 
dirty, it really isn’t, it is literally hung from the side of the hill. 
There lives there a mine foreman, a graduate of MIT, strange to say, 
and he moved to this area with his wife, a little Boston girl, and they 
have 2 children, 2 boys. The center of their home life is television, 
and it was the difference between night and day to this family when 
this television set became available to them. 

Let me tell you how it became available to them. This man and 
his two sons took a camping expedition on the side of the mountain 
in back of their home that took an entire summer. He hacked a path 
through the woods—4,000 feet up the side of this mountain, which has 
an average angle of better than 45° at this particular point—and 
installed, in this fire break in the woods that he hacked out, an open- 
wire transmission line—two pieces of copper connected together with 
a bobby winkler so as to minimize the possibility of the destruction of 
the insulation on a piece of ordinary antenna lead, and therefore it is 
much more durable for heavy weather. He runs this line 4,000 feet 
from an ordinary housetop antenna, which is fastened in the top of a 
tree on the top of the mountain, down to his home; and because of the 
fact that this means so much to all of the neighbors, he has a distribu- 
tion amplifier hanging on his back fence and he feeds the signal from 
his own household current, which runs the distribution amplifier, to 
2 or 3 families on each side of his house so they, too, get television. 

I might point out that when I first saw him he had a channel 3 
directional antenna which picked up only our station. I am pleased, 
for the record, but unhappy for the permanent connection, that he now 
has a fancy array with a channel 8 antenna aiming at one station and 
a channel 13 antenna aimed at another station, and still the old one— 
and all you do to operate this thing with the 3 antennas is flip a switch 
on the front of the set. His reception is perfect because he labors to 
get perfect reception. He doesn’t just buy a television set like a city 
dweller does, and put it in his room and plug it in like a waffle iron, 
and when it doesn’t work, kick it. He has studied circuitry so it works, 
and he is typical of these people. 
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Let me get to the point: Hanging on the back fence with the line 
amplifier is grim testimony of what thismeans. There were 27 rattle- 
snakes on the back fence—skins of snakes he and his sons killed putting 
up the antenna. I have heard friends in big cities complaining about 
grumpy landlords, because of the fact they wanted to put up a tele- 
vision antenna. This man went to more trouble than that. 

I, for one, Senator, don’t want to have to explain to this man the 
necessity of paying anywhere from 25 cents to $2 to receive each pro- 
gram he is now receiving free from my station. I don’t think anybody 
wants the job of explaining it to all of the other people in the country. 

I had a recent experience in a restaurant where a waiter who knew 
I was in television asked this question: “I hear some fellows come 
in talking about this pay-as-you-go stuff. Now, as far as I am con- 
cerned, I don’t know anything about television except that it is the 
center of my homelife. When I come home at night, the wife and 
kids, we gather around the set, and this is what we do—this is how 
we save money on going places we used to go. Places we couldn't 
go because we didn’t have the money. When something comes on the 
air—whether it is a commercial or whether it is part of a program, 
whether it is a whole program sequence—that we don't want our chil- 
dren to see, we merely flip the switch; maybe the children have become 
so selective”—he didn’t say it quite that way—“that they flip the switch 
for us and pick out a lot of programs we wouldn’t otherwise see.” 

He says, “What happens if I come home and we have this new system, 
and all of a sudden in the middle of a big dramatic sequence we have 
some delicate family quarrel going on that leads to a subject that we 
don’t want the kids to hear about, how can I go and switch this thing 
off when I already have a 75-cent investment in this particular show; 
I can’t get my money back.” 

The suggestion that the hours of operation for toll television be lim- 
ited to 15 percent, I think, is a very naive one. It presupposes that 
the toll television people say: “We are only concerned with the top 
shows that we have been able to lure away from the broadcaster, which 
will bring us the biggest bonanza. We certainly don’t want to be 
responsible for operating those transmitters for the other 70 or 85 
percent of the time.” Our concern for the public presupposes that we 
have a worthwhile service available any time of day or night when 
there is some part of the public to watch it. 

This concern with only the peak 15 percent viewing time bespeaks a 
concern for the economics of the turnstile and the clink of coins. 
They have said we should keep all responsibilities for operating the 
station, and I think, in light of the spirit that these proposals have been 
made as regards the public, that it is fitting that the toll proponents 
should disclaim responsibility to account for the welfare of the public. 
The proponents of toll TV have said to us broadcasters, in effect, that 
if we like this responsibility to operate in the public interest we are 
welcome to it. They only want a comfortable seat by the cash 
drawer. 

As for the leasing of equipment and the installation of equipment 
at stations to scramble a picture, with the brief background on our 
station, and the development and cost of it, to me and to any broad- 
caster, it is inconceivable that we should make an additional invest- 
ment the accomplishment of which is for the specific purpose of 
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eliminating the ability of thousands of families to view our programs 
except under special conditions. 

I don’t want to go into the cost per program too much or many of 
the other things that other speakers are more qualified to talk about and 
have talked to you about; but I think the crux of this thing is in the 
claim that toll television is only complementary, and it is my opinion 
that the claim that toll TV will not displace existing television is the 
most preposterous claim of all. 

As a matter of fact, this is a calculated attempt to supplant the 
existing nationwide service. Contrary to the assertions of the pro- 
ponents, peaceful coexistence between free and fee TV is like com- 
panionship with the Comintern. The long-range goal of each of the 
systems is to devour the world. They are incompatible because they 
are in direct competition for program sources and talent. 

If toll television were to be as successful as its proponents claim, 
free TV could not compete. Free operators could not hope to compete. 

I will digress here on a question asked about Ed Sullivan—an ex- 
periment in three markets. I believe the figure used earlier was that 
1,700,000 people could be reached by an Ed Sullivan show in 3 mar- 
kets and, therefore, this would not be a worthwhile experiment, so 
why should we worry about losing Ed Sullivan. Let me peint out 
that 1,700,000 homes at $1 a head for 1 show will pay Ed Sullivan 
more money than he now gets for 52 shows aimed at the 30 million 
people per week. The result of any such thing would mean merely 
to charge the public for what it now receives free. 

There has been a reference to President O’Malley of the Brooklyn 
Dodgers. He actually made the statement that he was dissatisfied 
with the roughly half a million dollars that the Dodgers get from 
advertiser-supported television now, and that if toll TV were author- 
ized he will sell his club’s ball games on TV coin boxes at 50 cents a 
game. He envisioned as much as $50,000 from a game at this rate. 
Now, examine, please, $50,000 a game at 50 cents a head, and I think 
you will arrive at the conclusion that he is talking about serving 
100,000 homes. .This is only a small fraction of the number of people 
who now see these games because the Liggett & Myers Tobacco Co. 
buys them over WOR—and certainly not everybody buys Chesterfield 
cigarettes, The yardstick in this case is not service to the whole ve 
lic. It is the size of the box-office return and only the size of the box- 
office return. 

As for promises that new and wonderful educational programs will 
be aimed by toll TV at small minorities, this is merely perfume sprayed 
at the Senate, the FCC, and the public to eae careful scrutiny of 
the most gigantic raid on the public pocketbook that has ever been con- 
ceived under the free-enterprise system. These promises are made by 
patent holders who have said they will only lease or draw royalties 
from equipment, but the station operator is to remain responsible for 
the program choices. 

It has been stated that installation of toll TV in a single major city 
will cost tens of millions of dollars. This money can only be recovered 
by putting on shows which will attract the largest audiences, not edu- 
cational features for small minorities. 

I think it is time for the operators of the stations to get on the offen- 
sive and off the defensive. I think that the same thing is true of state- 
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ments that have been made that there is a limit to the number of sta- 
tions that can be supported by advertising-paid television. I think 
it shortsighted to say that 588 stations, or any other number of stations, 
is the limit. If someone had asked me 7 years ago whether I might 
expect to reach as many as 588,000 television homes on a given oppor. 
tunity I would have told him he was crazy. If someone_had asked me 
7 years ago if we could have made the whole thing work at all I would 
liave only had to give him a vague answer based on fate. 

I think the parallel in the radio business is an excellent one. If 
somebody asked you 25 years ago whether we would have in excess of 
2,000 radio stations serving the public and making a profit he would 
have said you are out of your head; it couldn’t be done. But it has 
been done. I believe we are only on the threshold of the development 
of this business. 

I might digress again, in our own operation here, the development 
in the past couple of weeks of a usable video tape recorder opens a 
whole new vista of operational possibilities to the television stations in 
the United States and, therefore, tothe public. It means, for example, 
that no longer will the small-town station have to stand the onerous 
cost of tremendously expensive film operations in order to cover local 
events of one kind or another, or, more important, in order to record 
programs for later playback. Many times when dignitaries come 
through our hometown they come through by plane or train in the 
middle of the day, and we will interview them on our daily programs. 

I might point out that we operate a microwave relay system be- 
tween our 2 principal cities, Huntington and Charleston, whereby we 
are enabled to give daily live programing from 2 cities, because there 
is admittedly a scarcity of stations covering these areas, so we give 
local interest live programing daily from both places. With a video 
tape recorder, for example, if we have a delegation of visiting digni- 
taries we can put this at a midday spot, tape-record it at ridiculously 
low cost, and play it back in the evening when the maximum audience 
is available. We are already doing that with sound film, but it is 
tremendously expensive, and something that is made possible only by 
large advertising revenues from national advertisers who want to reach 
a huge audience. 

The video tape development will make it: possible to do that exactly 
the same as the 250-watt community radio station now uses a magnetic 
tape which is a relatively modest cost. It will enable us in the future 
to see television stations and communities which are unheard of today 
but which will never be developed if the principal program attrac- 
tions are siphoned off and put on fee television. 

Mr. Cox. But can that tape development, in and of itself, make 
possible the existence of a station, overshadowed by your station pre- 
senting network programing, when it can offer only what film series 
trickle down on a syndicated basis? 

Mr. Rogers. Yes; I believe that without any question. 

Mr. Cox. It is not being done now, and you would attribute that 
solely to lack of equipment to do it? 

Mr. Rocers. Yes, sir. I would attribute that to the same situation 
which applied when I went to WSAZ as a radio salesman in 1946 
when we had very little in the way of daily local programing of a com- 
munity-interest nature, and we had very little local live news in a 
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regional sense of the word. The reason was our area was adequately 
covered by 50-kilowatt radio stations from outside on sky wave. 

For a long period of time—as a matter of fact between 1946 and 
1948—I can recall having gone to elaborate lengths to listen to stations 
like WSM in Nashville, and even WSB in Atlanta, literally hundreds 
of miles away, because the economic development of radio at a local 
level, even 7 or 8 years ago, had not reached its present state. 

Now, I am not trying to derogate the job these big stations have done. 
It has been tremendous, but it is the technical development. It is like 
the application of automation to the local area that has enabled 250- 
watt stations in towns of two and three thousand to operate with a 
significant service. In radio, of course, you had the ability to take a 
clever young man and a stack of records, and fill a lot of time. It is 
not surprising that the public will not look at that kind of thing on 
television, because you can close your eyes and possibly dream up some- 
thing better than the average young disc jockey wondering what to 
do with himself in a television studio. This is an evolutionary process, 
and somebody is trying to force us into revolution; but they are trying 
to force us into revolution for their own personal profit, and, again, 
not for the benefit of the public. 

Mr. Cox. Well, they would recognize such a profit just as ‘a station 
operator hopes or does recognize a profit from the use of the air waves, 
and just as the advertiser does recognize a profit, or he discontinues the 
advertising. 

Mr. Rocers. That is correct. 

Mr. Cox. The question is whether they would, in so doing, provide 
a program service that the public would be willing to pay for and 
which perhaps they are not now getting, and whether it would pro- 
vide revenue for a class of stations which are not now able to support 
operations on sponsored programing alone. 

Mr. Rogers. Mr. Cox, if I may, I think I would like to take issue 
with you a little bit on that. I don’t think that that is the basic ques- 
tion. At least it isn’t the basic question that I understood when I came 
here. The basic quesion is whether this technique would provide a 
greater service to the public than is now being provided. I don’t 
feel that any of the things that you just outlined to me will. 

Mr. Cox. One of the arguments that they advance to establish that 
this is in the public good is the contention, as was made by former 
Senator Johnson, that this would provide a source of revenue for new 
stations in the Rocky Mountain area, in regions where local advertis- 
ing is not sufficient alone to support stations, and where national adver- 
tisers are not interested because they reach a point of diminishing 
returns in something from 60 to 65 of the top markets. 

Mr. Rogers. Yes, sir; I think the answer to that is contained in the 
proposal to establish boosters and satellites. Our station has had some 
minor experience with that kind of thing, including one installation 
of a booster station that was put in in our area for the purpose of find- 
ing out how people in this particular community eit get better 
service from our station due to a low antenna height and lower power 
at that time. The problem was solved at that time through the in- 
crease in power and increase in antenna height on the part of our own 
station, plus the erection of 2 or 3 stations closer to this community 
so that they now get an adequate service. 
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Nevertheless, while the problem was being solved, this community 
actually did receive a service that was totally impossible, through the 
use of a low-cost, low-power repeater station, which created no objec- 
tionable interference to WSAZ-TV. 

Mr. Cox. But the use of satellites or boosters will not bring a local 
station serving the local area. 

Mr. Rogers. Yes, sir; it most certainly can be developed. I feel 
that there is no question but that we have to apply the principles of 
walking before running to this as to other developments, and if you 
were to install, let us say, for the purposes of example—if you were 
to install a low-power UHF transmitter station in a small town 100 
to 150 miles away from a major town, you would then be providing the 
initial service upon which the circulation base will be built, as a result 
of which, with the fantastic new developments that are coming along 
right now, you have only the problem of buying a single generator and 
a switching system to feed a local signal into this same transmitter. 

The fact of the matter is today it would cost something in the 
neighborhood of maybe $15,000 at the outside to buy a naan send- 
ing generator, a film chain, and projection equipment, as a result of 
which you could originate a local signal from a-satellite operation, 
meal which you could sell local area merchants low-cost advertising 


over this satellite station. 

As far as I know, there is nothing even contemplated in the pro- 
posed rules to the Commission for the authorization of booster and 
satellites that would prevent this. Certainly in terms of what those 
of us who have been through, and have seen this thing develop over 


the past 8 years, that is a very modest cost and one which could be 
realistically applied to small towns. 

Mr. Cox. But in something approaching 2 years, under authoriza- 
tion from the Commission, something less than a dozen, I think, 
satellite stations have been established, and those mostly in cities of 
fairly substantial size; and the Commission has not yet decided 
whether it is going to authorize boosters, and, in fact, in testimony 
before this committee has indicated that they are greatly concerned 
about the problems of interference that they present. So that it 
would appear that with satellites available there still remains a limit- 
ing factor, not only in terms of the cost of operation but in terms of 
revenues that could be derived from that operation, .and I think it is 
at this point, of course, that the proponents of subscription.television 
direct the argument that they could furnish this basis of economic 
support which would make possible the development of stations which, 
they contend, advertising has not and cannot support. 

Mr. Rogers. Well, they contend that they have not and cannot only 
on the basis of past performance, but 7 years is a mighty small de- 
velopment period for an entire industry. 

However, not to beg your question, it seems to me that this proposal 
is ridiculous on its face when you consider that you are talking about 
the very communities where you have the least earning power, tlie 
least amount of potential audience with which to support these so- 
called toll program attractions.. Therefore, we get back into the 
matter of experiments, and somewhere in this torn-up statement | 
have a reference to experiments, and I think an example that answers 
your question. 
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It seems to me that in essence the matter of experimental operation 
of toll television in underprivileged areas, if you will—it reminds me 
of the old Moslem fable of the camel getting his nose in the tent. The 
proponents know perfectly well that the experiment is merely a bridge- 
head from which to launch a full-seale attack, and get this thing estab- 
lished elsewhere. 

I took an example here of not a little town, but let me give you this 
example and see if it answers the question. It has been said that 
Broadway, opera, feature movies, cannot be brought to free television. 
Mr. Weaver and others have proved this is wrong. They have been 
and are continually doing it. Suppose we take the popular example 
of Richard IIT as a premise, and see what would happen with a TV 
experiment in Washington. 

The price of the film was $500,000. We know that because that is 
what we had to pay for it. Let us suppose the people did not have the 
opportunity to see it as free as the General Motors advertising that 
supported it allowed it to be, and that the FCC has authorized Wash- 
ington as a city of experiment. There are nearly three-quarters of a 
million families who depend upon the TV service of the Washington 
stations. Let us suppose that the subscription people succeeded in 
installing coinboxes, meters, telephone pay-station lines, or decoders, 
on athird of these 750,000, for example. 

Let us say that the day Richard III is showing for what I referred 
to as 250,000 cash-register set owners, that we succeed in getting half 
of them tuned in for the whole show, that we get even bigger attend- 
ance for the paid version than we did for the advertising supported 
version. This means we would have 125,000 viewing homes that 
would have to pay $4 each for this show, or double the maximum I have 
heard suggested so far, just to defray the half-million-dollar cost of 
the film alone. This is before one penny is applied to amortization 
of the staggering installation expense in the homes or the television 
station, not to mention the operating expense of the station whose 
service has been denied the other half cafffion families. Most impor- 
tant, this does not include the royalty of the patent and license holder 
nor the rental of the equipment, so follow it from there. How much 
do we charge for this show—$10, $20 ? 

Mr. Cox. Well, this is based on the assumption you showed it only 
in one city ? 

Mr. Rocers. Right, so this is the experiment. 

Now, the camel starts to inch his way into the tent, and Mr. Mac- 
Donald and his friends yell: “This is unfair. We were limited to 
Washington, D. C. We only had a quarter of a million seats, and it 
wouldn’t pay the freight. So our interest has been hurt. I don’t 
know the public has been hurt the least bit, other than that half mil- 
lion dollars they had to pay to get the film, but our interest lias been 
hurt, so let us add Philadelphia, Denver, St. Louis, Milwaukee, and 
even Huntington, W. Va., and this thing will pay.” 

But who is it paying? It is paying them, not the public. 

Mr. Cox. Is it your view they would have had to pay $500,000 for 
limited exhibition rights in this 1 market ? 

Mr. Rocers. That is problematical. I think they will have to pay 
whatever the traffic will bear. 
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Mr. Cox. But that price was attached to showing this on a nation- 
wide basis, wasn’t it ? 

Mr. Rogers. Yes, and it was paid. 

I would like to go into one more item here, and that is the matter of 
these low audience and cultural shows that we are talking about, and 
an area where television has perhaps reached its finest hour, and that 
is the coverage of the national political scene, the importance of tele- 
vision as a campaign medium to candidates for public office. 

It is well known to any operator that the Jackie Gleasons and the 
Groucho Marxes attract many millions more people than do the so- 
called cultural, informational, and uplift shows. I believe members 
of this committee, in fact virtually all of Congress, have appeared 
regularly on shows like “Youth Wants to Know,” “American Forum 
of the Air,” “Meet the Press,” “Face the Nation.” 

I would like to ask the question as to how many people are going to 
pay to see the great figures of our Nation on programs of this kind 
when it is a well-known fact that a minority of people, as it is, will 
watch them even though they are coming free. This inevitably leads 
into the question of what happens to the candidate for public office 
who wants to go on television to tell his story for election in the cream 
program times, only to find that this is the time when the audience 
has to pay for it. There is a good deal of good-natured banter about 
political broadcasting already, and some that is not so very good 
natured. I think that we might examine the question of how many 
people are going to pay for the privilege of listening to somebody say 
why he should be voted for. 

The matter of enlightening the citizenry through television brings 
up the matter of whether the citizenry is going to want to pay for 
the privilege of being enlightened every time it happens. I think 
that the rest of the material that I have here in sufficiently in line 
with what has been presented that I would not like to take your time 
with it. 

I would like to suggest one further thought, that in this overall um- 
brella of attacks on the advertising-supported television system, one 
thing that has bothered me a great deal is the whipping boys that 
are made out of the networks. Mr. MacDonald always refers to a 
network monopoly. Again, referring to our new research and sales 
organization, we did some research in an effort to help sell what we 
call national spot television. We found, incidentally, that: surveying 
the buyer nation at the present time, the people of the United States 
are watching 53 percent network programs and 47 percent local and 
syndicated film originations; in other words, network is only half the 
picture of American television. It isn’t all of the picture. 

Mr. Sas What percentage is it in the hours 7 to 10 p. m. or 7:30 
to 10: 30? 

Mr. Rogers. I cannot give you an educated answer on the break- 
down as for all stations; some of them being nonaffiliated and some 
of them having a greater or lesser amount of network traffic. 

In the case of our own station, substantially 100 percent of the 
service from 7:30 to 10:30 is NBC network service, except during 
those periods when we feel there is something that needs to go in 
there to reach our people, as a result of which we preempt under the 
public-service provisions of our contract. 
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Mr. Cox. Those are the hours, though, in which the largest audience 
is watching, and from which you derive the major part of your 
revenues ¢ 

Mr. Rogers. Yes, sir; from which we derive the greatest part of 
our revenue—but strange to say, from the national spot advertiser 
not from the national advertiser. Our research goes further and 
shows that local and national spot revenues account for 50.5 percent 
of the revenue, more than half. I cannot hand you the research data 
on this because it hasn’t been circulated, but it will be directly. 

The fact is that the network monopoly charge is a myth. They 
move on to the two-network monopoly charge, and they say CBS and 
NBC run this thing, terrorize the stations. There is no question, 
because of the law of supply and demand of stations, that ABC has 
had a rough time over the past few years, but did they join the throng 
and attack the other networks? No; they didn’t. They did just the 
opposite. They embarked on a bold venture in new programing and 
they have drawn acclaim and revenue from the public and the adver- 
tisers alike. They have attractions as famous as Disneyland and 
Mickey Mouse. They took United States Steel away from one of 
the other networks. . Just last week we were notified that our network 
was unsuccessful in outbidding ABC for Omnibus, which was moved 
over from CBS, and I have on my desk at home now notice that the 
fastman Kodak show has been moved from our network to the ABC 
network. 

Mr. Cox. Did they take it away, or was it evicted—was it unable 
to get what it considered desirable time on the network with which 
it was then connected ? 

Mr. Rocers. I think this question presupposes some background on 
the free competitive enterprise system. I don’t know that there was 
any eviction, and I don’t know that there was any ability, the point 
is that competition does exist, and that ABC was able to pull this 
thing off. 

Mr. Cox. Does ABC have more evening time available than NBC ? 

Mr. Rocrrs. Well, this will always be true in any given situation 
where you have competition. As soon as ABC has all of its evening 
or daytime hours sold out, one presumes that maybe a fourth en- 
trepreneur will come along and suddenly scream that he doesn’t have 
asmuch. I think it is a normal condition. 

Insofar as what network has meant to building of these sets, it is 
best exemplified by what we are doing this week. We originated 
yesterday and the day before the entire NBC Today show, live remote, 
on an Ohio River steamboat moving up and down the Ohio Valley— 
a development which harks back to 1949 when Pat Weaver stated 
that he wanted this network to reflect all of America, and all of its 
activities, to all the rest of America. When I say we originated this, 
I mean that our station’s technicians, program people, and produc- 
tion people put these two 3-hour programs together complete, using 
only the network talent. This was done, as far as I know, for the first 
time on any network, but it was only made possible because of this 
network development, and the coequal status of the network and its 
affiliates in developing these things. 

I invite your attention to a followup on that next Sunday after- 
noon. We are going to hold what may well be the last race in the 





1354 TELEVISION INQUIRY 


history of the oldtime stern-wheel Mississippi steamboats. We are 
going to have two of these things, with cameras and crews aboard each 
one, racing on the Ohio River in front of Huntington. Now, there 
are only 10 of them left in existence that I know of, and they are 
dwindling fast, and this thing will be part of the Wide, Wide World 
feature. We thought of it. We got the boys to go out and put on 
the race. We think it is a priceless bit of Americana, but only the 
network system and the networks’ ability to foot the bill for this kind 
of thing makes it possible. 

Nobody terrorized anybody. We think it is a great thing. 

I would like to summarize and wind up, Mr. Cox and Senator 
Schoeppel, with this thought: This toll television attack against the 
present system has a perfect biological parallel in the example of the 
parasite that attaches itself to the body of a living organism. The 
parasite grows fat and happy, but inevitably destroys the host. 

I have enumerated the accomplishments and creations of what we 
call a free system predicated upon its foundation of network broad- 
casting. It is significant—indeed, the crux of this entire matter—that 
the proponents of toll TV have created nothing, nor do they intend 
to create anything except a captive market for the sales and royalties 
from the techniques and distribution of marketable mechanical marvels 
and contrivances. 

These contrivances will be installed at a cost of billions to a national 
public already enjoying the fruits of the free system; that they have 
neither made nor intend to make a contribution to the development of 
the art of television programing; that they have been mysteriously 
silent on the subject of assuming any of the licensee responsibilities 
to the public of the broadcasters; these and many other evidences point 
to the clear-cut conclusion that the proponents of toll TV are both 
prepared to, and intend to, enlist the aid of the Congress of the United 
States in crippling the greatest force for enlightenment, entertain- 
ment, and through free choice of free programing for safeguarding our 
constitutional government, that has ever been conceived by the mind 
of man. It is my conviction that this committee will bring such an 
effort toan immediate halt. Thank you, sir. 

Senator Scuorrre.. Thank you, Mr. Rogers. 

Mr. Biemiller, how long will you take? 

Mr.Bremiirr. I think I can be through in 10 or 12 minutes unless 
there are some problems the committee would be interested in. 

Senator Scnorrren. We are trying to figure out our schedule, too, 
and want to hear all of these people, naturally, in the record. If you 
can finish by 12:30, because the gavel goes down at 12:30, you will 
have to put the rest of your statement in the record. We will stay that 
long, because we have some floor work over there and other matters 
to take care of. 


STATEMENT OF ANDREW J. BIEMILLER, LEGISLATIVE REPRE 
SENTATIVE, AMERICAN FEDERATION OF LABOR AND CONGRESS 
OF INDUSTRIAL ORGANIZATIONS 


Mr. Bremer. Mr. Chairman, my name is Andrew J. Biemiller. | 
am a legislative representative for the American Federation of Labor 
and Congress of Industrial Organizations, with offices at 815 16th 
Street NW., Washington, D. C. I appreciate this opportunity to 
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appear before this committee to present the views of the AFL-CIO 
regarding the problems raised by the proposal to introduce a system 
of paid television. 

We do not appear here as experts in the technical or engineering 
aspects of television. Rather, we appear here today as representatives 
of the workers employed in the great entertainment industry and of 
the over 35 million Americans who have bought sets, and inivested 
over $16 billion in them, and are continuing to buy them at the rate 
of 580,000 a month at the present time. The more than 15 million 
members of unions affiliated with the AFL-CIO represent a major 
cross section of the television viewing public. 

The proposals for paid television that have been put before this 
committee would have a profound effect on the television habits of 
our members. In effect, paid television would require the viewer to 
contribute a specific sum for the privilege of enjoying certain tele- 
vision programs. Estimates of the cost of paid television to the 
viewer run from a minimum of $100 a year to over $1,100. 

Certainly, this drastic proposal runs directly contrary to the basic 
tenets of the American system of broadcasting. At no time has the 
American public, whose investment in television sets has reached 
$16 billion, been told it would have to pay for the privilege of watching 
television programs. 

The introduction of this new concept would have serious repercus- 
sions on the employment of workers throughout the entertainment 
industry. It would drastically change the present system of com- 
petitive programs. Instead of having many programs to select from 
each night, we would have only 1 or 2 at a time. The advent of this 
new form of television would also undoubtedly deal a further blow 
at the already hard hit independent, community movie theaters 
throughout the country. 

In any debate over the merits of this proposal, the burden of proof 
must lie with the proponents of this plan. I would like to examine a 
few of the arguments that the proponents have used in order to 
determine whether they have developed a plausible case for their 
proposals. 

Perhaps the primary emphasis in the proponents’ arguments has 
been that paid television would supply vastly improved programs 
over those now available. Howeer, despite the many obvious faults 
of today’s television programs, there is serious question concerning 
what specific improvement paid television could bring. For example, 
in the world of sport, virtually every major event, with the excep- 
tion of a once-a-year heavyweight championship bout, is now tele- 
‘ast without charge over a coast-to-coast network. Daily baseball 
game broadcasts are available in most cities. In terms of entertain- 
ment, the recent series of “spectaculars” have added immeasurably to 
the program fare now offered to television viewers. It even seems 
that Shakespeare, ballet, and serious music have now become com- 
mercially acceptable television fare. 

What might happen under a paid television system is that certain 
types of programs which are now offered free of charge would be 
transferred to the new system which would require payments from 
viewers. In effect, this would seem to be transferring the cost of the 
television programs from the commercial advertisers to the viewing 
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public. Certainly the 35 million set owners in America would not 
accept this drastic shift without protest. 

Although there may be many faults in the present system of tele- 
vision programing, these are not faults that can be corrected by paid 
television. They : are faults that must be corrected by an alert public 
which makes its views known to the television industry. They can 
be corrected by an alert congressional committee which ‘carries on in- 
vestigations as you are now ‘doing, Mr. Chairman. They can be cor- 
rected by the Feder al Communications Commission if it is diligent in 
looking after viewers’ interests. 

The second argument used by the proponents of this plan is that paid 
television might be a method for helping new stations get started in 
areas where television broadcasting has so far been limited only to 
| or 2 stations. However, in this case it is hard to say how paid 
television would operate. In areas where only 1 or 2 stations are 
now broadcasting, the introduction of a new station operating under 
the paid system would serve to deprive existing stations of the avail. 
able programs that they now carry. This seems to be simply robbing 
Peter to pay Paul. Moreover, the proponents have not made clear 
how such a system could operate alongside the presently operating 
system of network and individual station programing. 

The same point could be made even if the new paid television sys- 
tem were confined to UHF channels. It is true that a problem now 
exists in a number of localities of gaining acceptance for newly or- 
ganized UHF stations. There is a natural reluctance by owners of 
VHF receivers to purchase the necessary equipment to permit con- 
version to UHF. The expenditure of $50 or more to convert present 
sets to UHF, either with or without a paid television gimmick, will 
not meet with great favor. The answer to this problem is not to in- 
troduce a new television gimmick to subsidize new UHF stations. 

It seems clear to us that the best interests of the public lies in the 
continuance and improvement of the present system of free television. 
It is true that the paid television scheme might benefit a few stations 
and a few promoters. It would, however, at the same time add a costly 

burden to the expenses of owning a television set for the dubious 
pleasure of watching certain programs which, in effect, are not likely 
to vary in content from the programs now being offered to the Ameri- 
can public. If every set were to be converted the cost would exceed 
$114 billion. 

[t is for these reasons that the First Constitutional Convention of 
the AFL-CIO adopted the following resolution : 

There are now pending before the Federal Communications Commission cer- 
tain applications which would provide for and permit the granting by that Com- 
mission to specified interests, exclusive licenses to broadcast, and charge for, 
television programs which are now being received without charge in the private 
homes of America. 

It is our sincere belief that such a plan known as pay television would consti- 
tute and become an infringement on the property right now enjoyed by the 
general public on a no-fee basis. Such a plan would be an intrusion into and 
a violation of the privacy of the home, and would curtail greatly the free use of 
a medium which has become a part of the American home: Now, therefore, be it 

Resolved, That the AFL-CIO opposes the granting by the Federal Communi- 
cations Commission of licenses permitting pay television and request the officers 
of the AFL-CIO to make known to the members of the Federal Communications 


Commission and to the Members of the Congress of the United States the posi- 
tion expressed in this resolution. 
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This resolution, originated by the California State Theatrical Fed- 
eration, was given careful attention by the resolutions committee and 
on their recommendation unanimously adopted by the delegates. 

We trust this committee will concur with our views and rec ‘ommend 
that the FCC does not license any system of paid television. 

Senator Scuorrret. Thank you, Mr. Biemiller. 

Mr. Bremer. Thank you, ‘Mr. Chairman. 

Senator ScHorrren. This committee will recess until 2:30 this 
afternoon. 

(Whereupon, at 12:30 p. m., the committee recessed, to reconvene 
at 2:30 p. m. the same day.) 


AFTERNOON SESSION 


Senator Scuorrret. Is Mr. Conaway here, and Miss Falkenburg, 
and Lawrence Tibbett ? 

If you folks will all come up, and please be seated. Mr. Conaway, 
I understand that you desire to be the first witness, this afternoon. 

Mr. Conaway. Yes, Mr. Chairman. 

Senator ScHorrreL. You may proceed in any way you desire. We 
would be glad to hear you. 

Mr. Conaway. I would like, Mr. Chairman, if I may, to read a pre- 
pared statement. 

Senator ScHorrreL. That is quite all right. 


STATEMENT OF DONALD F. CONAWAY, NATIONAL EXECUTIVE 
SECRETARY OF THE AMERICAN FEDERATION OF TELEVISION 
AND RADIO ARTISTS 


Mr. Conaway. The American Federation of Television and Radio 
Artists, popularly known as AFTRA, was formed September 20, 
1952, as a result of a merger between the American Federation of 
Radio Artists and Television Authority. AFTRA is a branch of the 
Associated Actors and Artists of America, its international parent 
organization, which is affiliated with the American Federation of 
Labor-Congress of Industrial Organizations. 

AFTRA is composed of 32 locals and 7 chapters extending through- 
out the entire United States and with a membership totaling approxi- 
mately 20,000 performers, that is, actors, announcers, singers, ¢ duaee ers, 
specialty acts, sportscasters, walk-ons and extras. Its national head- 
quarters are located at 15 West 44th Street, New York City. 

AFTRA has officially opposed pay-television since its national con- 
vention in July 1955, believing among other things that employment 
opportunities of our members will be reduced, that not only the mem- 
bers of AFTRA but members of the entire entertainment industry will 
be adversely affected, such as the American Guild of Variety Artists, 
American Guild of Musical Artists, Screen Actors Guild, not to men- 
tion the unions representing stagehands, scenic designers, engineers, 
and others. Upon what grounds does AFTRA believe that employ- 
ment opportunities for our members will be reduced, is a question 
which should be of concern to all members of this committee. 

Briefly, it has been reported that there are approximately 38 million 
television sets in American homes, representing an investment of some 
$16 to $17 billion, and these owners are entertained or educated by 
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free eerie received on their screens, done in whole or in part }) 
members of AFTRA. Both the industry and AFTRA have dedicated 
themselves to bringing the best available entertainment and programs 
into the American home, and with 1 or 2 rare exceptions, every na- 
tional event, be it sports, politics, or otherwise, has been made avail- 
able through the combined efforts of AFTRA members and the 
industry. ’ 

With pay-television, some of the free time presently underwritten 
by a sponsor would be siphoned off by a paid program. For instance. 
the Ed Sullivan show, if on a paid program consisting of only 10 
percent of its present audience paying 50 cents, would amount to 
some $800,000, or approximately six times what the sponsor now 
pays. The net result would be that pay television, supported by 
very small minority of viewers, in contrast to the total number of 
potential viewers, would drive from the screens free programs and in 
turn decrease the employment of AFTRA members, since it follows, 
as does the day the night, that a program wherein a million families 
were willing to pay $1 to see its performance, as opposed to a larger 
number of viewers not willing to pay, the smaller number would not 
only command that particular program, but it would be prohibitive 
for a sponsor to compete economically against that paid program. 

Another reason that AFTRA feels that employment of its members 
will be reduced is the fact that the concept of pay television, in 
AFTRA’s opinion, will make every American living room a miniature 
theater in which the present distributive cost factor of motion pictures 
would, to a large extent, be eliminated, and consequently the problem 
of producer-distributor would be solved and greater profits would 
inure to the producing companies. And a corollary of distribution 
cost factor, increased profit to producing companies would mean less 
and less sponsored programs on free television, and consequently the 
industry, as it is now known, could no longer exist in that climate and 
jobs would be eliminated. 

Much has been said concerning the choice which should be made 
available to the general public; yet, in the surveys known to me, they 
clearly demonstrate that, if the general public are forced to, enough of 
a minority to make pay television economically visible would pay, 
despite the fact that a great majority of the American television-set 
owners would be opposed to paying to see a program, and in many 
instances would be unable to afford the luxury, especially when it is 
considered that the average American family watches television on an 
average of 5 hours per day. 

Aside from AFTRA’s interest in pay television, aside from the inter- 
est of promoters of pay television, aside from the industry interest in 
this problem, I believe that the real concern of everyone should be the 
public interest. Television has brought to the American home a tre- 
mendous sociological impact, not only in changing the habits of most 
of us but in bringing entertainment, national events, and literally the 
world, to the average American home. 

These American citizens, many at great financial hardship, pur- 
chased sets with the complete and full expectation that they would 
enjoy them without any additional charge to be made. A quick trip 
around the country will reveal that the familiar TV antenna is in 
the main the only entertainment which can be afforded. 
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And it is in the public interest that I would urge this committee to 
ct, because in the final analysis the rights of the American public 
should be respected and, wherever possible, protected to the fullest 
extent. Adequate supervision of air communications exists and will, 
from time to time, with technological changes, be amended or altered, 
but the right of the individual to enjoy his freedom and general wel- 
fare should never be restricted by promoters seeking to invade that 
which exists as free and available to all. Pay television, in my opin- 
ion, is comparable to placing a turnstile on a public library or granting 
a 99-year lease to a promoter to control the admission and enjoyment 
of national parks or monuments. 

And, finally, pay television would create an unequal and discrimina- 
tory problem, since it would be available only to those who could afford 
to pay, while endangering the programing of public events and items 
of national interest. 

| feel confident, as the public learns more and more about the 
basie threat of pay television, that they, acting in their God-given 
commonsense, will become increasingly vocal against it and will de- 
mand that the public interest be maintained by free choice of tele- 
vision programing. 

Mr. Cox. Mr. Conway, wouldn’t you expect that there would be the 
same total number of hours of entertainment provided over television 
under a system making some limited use of subscription television 
programing as there is now provided at the present time ? 

Mr. Conway. Initially at the outset I would say yes, but I think 
that, as the pay television continued, the economics of both concepts 
would force one or the other to extinction. 

Mr. Cox. Well, even if the system became completely subscription, 
still the stations providing the service are required by the FCC to pro- 
vide a minimum daily programing schedule. Someone is going to have 
to provide this entertainment. It is still not quite clear to me in what 
way there is going to be a loss of employment for members of your or- 
ganization unless this entertainment is going to tap other sources, such 
as the movie industry, which I think you referred to in passing. 

Mr. Conaway. Well, I believe that basically once pay television 
comes in under any of the various plans which I have read, that for 
that. portion of the time that pay television is going in an area—in a 
viewable area—it will command a certain amount of the audience. If 
this were not so, then I see no reason to even propose pay television. 

Then, on the basis of programing, anyone who is sponsoring a pro- 
gram at the same time would be unable to continue so that is what 
would happen. And again I think box-office appeal has to be some- 
where in this picture of pay television. If it is going to be very dull 
and dreary subjects, I cannot visualize anyone paying a dime for it, if 
they can see dull and dreary things on certain types of programing 
now. Therefore, you would be in this area where many of our per- 
formers would not be in any type of sustaining programs or any type 
of the variety of programing that now exists in free television. 

Mr. Cox. In other words, you would feel that there would be danger 
of an overall contraction of television service, the elimination of sta- 
tions, so that there would be less programing available and less pro- 
graming to offer employment to your members ? 

_ Mr. Conaway. I would feel with pay television, even on a trial basis, 
it will create a tremendous economic adjustment to be made. Now 
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whether it takes the form of elimination of stations or some other 
form, my concern is it will reduce employment for our members. 

Mr. Cox. But I would assume that quite probably the bulk of your 
members find employment in the network programing originated in 
New York or Los Angeles; is that correct 

Mr. Conaway. Well, let’s say that a large majority does. However, 
we also have a considerable percentage of our some 20,000 members, 
and I think that 1 should say ‘this to you: It is difficult in the enter- 
tainment unions to say at any one given moment that we have, per se, 
a fixed number of people, because there is, as you undoubtedly are 
aware, an interchangeability rule, so that if a particular form is at a 
moment attracting more work, the people, through the interchange. 
ability, are there. But I believe that what would happen in many of 
these instances, the so-called free-lance person on other than a network 
would never be able to compete on a paid program utilizing, for ex- 
ample, some hour between 7:30 and 10:30. He simply would not be 
able to compete because there would be no employer to utilize his 
services. 

Mr. Cox. The point I was trying to make is that at least as long as 
the networks maintain anything like the scope of the operations that 
they now conduct, that your members would find employment in the 
programs originating over the free networks or any others that might 
come into existence. 

Mr. Conaway. That is right. 

Mr. Cox. And it would only be (1) if subscription television re- 
sulted in the decrease in the number of stations and, therefore, a de- 
crease in the total number of hours of programing necessary or (2) 
that your members were excluded in some way from ‘participating in 
the programing service provided by subscription television, only in 
one or the other of those cases would there actually be a serious reduc- 
tion in work availability for your members. 

Mr. Conaway. Well, as I say, it would be facetious on my part to 
say that it is going to curtail stations, but whether it curtails new 
stations, the net result as far as AFTRA is concerned is a reduction 
in employment. 

Senator Scnorpret. Thank you very much. I appreciate your ap- 
pearing here today. 

Miss Falkenburg, I believe that you are listed next. You may 
proceed in any way that you desire. I notice that you have a written 
statement. We will be glad to hear from you. 

Miss FatKkensure. Well, I would like to have this written state- 
ment, which has been prepared as a performing member of AFTRA, 
included in the record, if that is all right, and I would like to add my 
own personal ad lib postseript. 


Senator Scuorpren. That will be quite all right, and it will be so 
indicated in the record. 


STATEMENT OF JINX FALKENBURG ON BEHALF OF AFTRA 


Miss Fatkensure. Asa performer and member of AFTRA; I would 
like to apprise the committee of my feelings for all of the performers 
in the television field. Too often performers in television are associ- 
ated with astronomical salaries, and though I must confess this is 
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most desirable, at least from the individual’s standpoint, the facts 
are sadly to the contrary. 

As you know, AFTRA concluded with the television industry a 
pension and welfare plan at its last negotiations, and the prime con- 
sideration for eligibility was for the performer to have earned at 
least $1,000 in television between November of 1954 and November 30. 
1955. Based upon this criteria, there were 1,700 members from a 
total paid-up membership of approximately 5,000 eligible in New 
York; 560 eligible out of a paid-up membership of approximately 
4,500 in Los Angeles; and 165 eligible out of a paid-up membership 
of approximately 600 in Chicago. In other words, based upon $1,000 
earnings for a 12-month period, there were 2,425 members eligible out 
of a total of approximately 10,000. 

It is my opinion, as a performer who has worked in both radio, 
television, and motion pictures, that pay television will decrease con- 
siderably the opportunities for the rank-and-file members in obtaining 
sufficient work to qualify in a $1,000 a year category. While it is true 
that stars will receive large sums of money for a single pay-television 
appearance, the vast number of performers in supporting or walk-on 
roles will have incomes even more meager than at the present time. 

Mr. Conaway was talking about the work for performers—for the 
some 20,000 members of AF TRA—and as one of those, and as a per- 
former on television regularly, 5 days a week, for what is known as 
a woman-type audience, I have the feeling that if there were pay-as- 
you-go television, and if we happened to be up against a pay-as-you-go 
television program which was carried network and which had a mil- 
lion dollars a week budget, nobody would tune into what happens to 
be channel 4 in New York, the NBC station, so we would lose our 
audience and lose the show, and lose the revenue. 

The same thing would happen with the actors on competing pro- 
grams, on a Sunday night opposite big pay-as-you-go network tele- 
vision shows, because as Mr. Conaway said, no sponsor would want 
to come on and sponsor a competing program, knowing that the 
audience would tune away to a million-dollar spectacular. I have 
gotten quite used to doing commercials. I enjoy doing them very 
much. Maybe there wouldn’t be commercials with pay-as-you-go. 
There probably would not be. I would like to go on doing commercials 
and working and having an audience who are able to tune in and 
see it for nothing, except for from time to time buying the sponsor’s 
product. 

I would also not like to see a family that has saved and spent quite 
a lot of money on a television set have to decide, on certain nights of 
the week, what program what member of the family wants most to 
watch and how much money they can spend during an evening, or 
during a week, to watch that particular pay-as-you-go program. 

I think they will have spent enough on the set, and maybe that is not 
paid for. I do not think they should have to pay to watch anything, 
and besides I think it was mentioned this morning, the best programs 
have been on through the past few years and they will continue to 
come: Peter Pan, Richard III, and political conventions and base- 
ball games—and I do not’ know that they can do much better with 


pay as you go. I like it this way, as a performer, as a giver of com- 
mercials, 
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Mr. Cox. Well, we have had filed with the committee—on Tuesday, 
I believe—a brief statement by Mr. Ralph Bellamy, who is, as | 
understand, the president of the Actors Equity. He felt that since 
subscription television at least holds out the offer of possibly more 
stage-type entertainment, that this would offer added possibilities of 
employment. 

Now, in other words, this again, I think, is the same sort of thing 
I was discussing with Mr. Conaway—that as long as stations are on 
the air and are providing a certain number of hours of entertainment, 
the entertainment must be furnished by someone, either the members 
of your organization or the members of Actors Equity, the members 
of musical unions connected with opera, ballet (if they have like 
organizations), or in the form of film entertainment, which would be 
covered by the unions in Hollywood. 

So wouldn’t it be fair to say that it is more or less a question of who 
is going to provide this entertainment and whether there would be 
a serious shift if subscription television were added to our present 
television system ? 

Miss FaLtKenpure. Well, I think they have already succeeded in 
televising plays that have either currently been running on Broadway 
or have just closed. That was the case of Peter Pan, and The Skin 
of Our Teeth. -They were both tremendous successes on television. 

I do not see that having a pay-as-you-go television having a play 
produced on television, and having the audience pay 10 cents or a 
quarter to see it that night would encourage the audience who has 
already seen it to go and see it if it were running on Broadway, and I 
think that is what Mr. Bellamy meant by saying that the actors would 
have a longer and more successful run and more revenue. 

I still think it would be a one-shot deal, and the actor would just 
have to make what might have been a 40-week run on Broadway on 
that 1 appearance on television, and unless they paid him accordingly 
it would not be worth his while to be on just 1 night on eee 

Mr. Cox. I think he was looking for what we have had described, 
by both the proponents and opponents, as the actor’s share in the tre- 
mendous income that could be derived from pay-as-you-go television, 
and that, added to the proceeds from the normal run plus some possible 
increased interest in the drama in remote areas, might provide employ- 
ment in that particular area. 

Mr. Conaway. Mr. Cox, Mr. Chairman, I would like to answer in 
part, too, this question, if I may, if it doesn’t do violence with the rules 

ere. 

I am not familiar with whether Mr. Bellamy was testifying as an 
individual or whether he was testifying as the president of Actors’ 
Equity. To my knowledge, Actors’ Equity has never officially taken 
oe on pay television. 

r. Cox. He simply recites that he is president. 

Mr. Conaway. Yes; so I assume that he is speaking as an individual, 
and as an aside he is also a member of AFTRA and has appeared on 
numerous very popular 1-hour television shows. 

_ Inconnection with what Miss Falkenburg has said, there probably 
is no doubt that the great-name star would command a sizable figure, 
but, based upon a union viewpoint, our members not only are con- 
prised of the great-name stars but many of the so-called rank-and-file 
people; and when you say that you are going to take a Broadway pro- 
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duction and put it on, you are in substance saying that the American 
people are going to assume the below-line cost as to whether this is a 
smash hit or not. Now, if it is absolutely dull and not interesting, 
someone has made some money to help the theater recoup. 

Now, what happens to the road companies, what happens to the 
traveling-show versions, for example, of Inherit the Wind, and that 
type of thing? No one in Omaha or Dallas or Birmingham, Ala., is 
going to pay $4.80 or $5.60 or $6.60 to see this show if they have seen 
it a week or 2 weeks prior for a quarter or 50 cents, or whatever it 
might be on pay television. 

Senator ScnorrreL. Thank you very much, Miss Falkenburg. 

The next gentleman we have is Mr. Lawrence Tibbett. I might say 
on a number of occasions—a good many occasions—I have had the 
pleasure of being present when you were swinging out through the 
midsections of our great Nation. We are happy to have you here 
today. I know you have a written statement. You may proceed, in 
your Own way. 

’ Mr. Treserr. Thank you, Mr. Chairman. My statement, unlike 
that of Mr. Bellamy, is an official statement. I shall read a copy of 


the unanimously passed resolution passed at the AFTRA convention 
last year, 1955. 


STATEMENT OF LAWRENCE TIBBETT ON BEHALF OF AFTRA 


Mr. Trssettr. The resolution follows: 


AFTRA is opposed to pay television because, in our judgment, it will reduce 
the employment opportunities of our members, will adversely affect the entire 
entertainment industry, and is not in the public interest. . 

Although pay television might benefit a limited group, AFTRA believes it 
would reduce both the number of performers employed and the average income 
of all performers. 

If a fee is to be charged the set owner for the privilege of viewing important 
television programs broadcast during the choice evening hours, it follows that 
the total free television audience would be substantially reduced. Reduced 
audiences would result in less expenditure for sponsored programs and less 
money availab’e for public service and sustaining programs. Such a reduction 
in the free-television audience would discourage national advertisers from 
attempting to reach the large markets now available to free-television stations. 
Pay television would not, in our opinion, make up for the loss of employment 
in free television which it would cause. Its promoters intend to concentrate on 
repetitious showings of motion pictures and on televising numerous sports events 
for pay. 

In addition to the self-interest of our own members, we must view the effect 
of pay television on other branches of the entertainment world. The amount 
of money which its promoters say they expect to extract from American families 
in their own homes is greater than the entire amount presently spent for admis 
sion to all forms of entertainment in the United States.. If, therefore, the expec- 
tations of the pay-television promoters were realized, every branch of the enter- 
tainment industry would suffer. 

Finally, we have a duty as citizens to view the interests of the American people 
asa whole. Many millions of families have bought television sets in the reason- 
able expectation that they wou'd thereby be able to enjoy television without 
having to pay further for the privilege of viewing programs. We have the best 
television service in the world. It is making good and constantly improving 
use of the performing talents of our country. It is now being proposed that 
many television stations should, during the evening viewing hours, be closed to 
everyone who is unwilling or unable to pay. We must oppose a proposal which 
threatens such an injustice not only to the members’ of our profession but to 
the general publie as well. 


75589—56—pt. 3 21 
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That is the end of the AFTRA resolution. 

Mr. Cox. I take it, then, that it is the position of your organization 
that this reduction in employment would result largely from dis- 
placement of existing types of programs in favor of this recurrent 
showing of films and reliance upon sports as it actually occurs ? 

Mr. Tisserr. That is true. 

Senator Scuorpret. Thank you very much, Mr. Tibbett; and you 
folks for appearing here today. 

The next witness we have is Mr. Mort Farr. We shall be glad to 
hear from you, sir. You may proceed, sir. 

Mr. Farr. Thank you, Mr. Chairman, members of the committee. 

Senator Scuorrre.. If you desire to read your entire statement, that 
will be all right. If you desire to have it included in the record and 
elaborate on any part of it, that is all right; however you desire. The 
chair is yours. 

Mr. Farr. Thank you, very much. It is not long. There may be a 
few things that are repetitive in here in view of the previous testimony, 
but I think that I have covered each of my points rather briefly. | 
would say that I am certainly no authority on the broadcasting end, 
but if there is any way that I might be of service in regard to the 
retailing of television and servicing, I would be pleased to answer 
any questions. 


STATEMENT OF MORT FARR, CHAIRMAN OF THE BOARD, 
NATIONAL APPLIANCE AND RADIO-TV DEALERS ASSOCIATION 


Mr. Farr. My name is Mort Farr. I am a retailer from Upper 


Darby, Pa., and have been in the radio and TV business for over 30 
years, but I appear here today as chairman of the board of the Na- 
tional Appliance & Radio-TV Dealers Association, to represent over 
100,000 TV dealers who employ hundreds of thousands of salesmen 
and servicemen. 

I might say here why Iam here. About a year ago, I had an attorney 
from Washington who was going to represent the proponents of sub- 
scription television call me in Philadelphia to see if he might enlist 
the support of myself and my organization in the furthering of sub- 
scription television. I told him that I would look into it. I told him 
that I would study it and see if it was in the interest of either our 
dealers or the public we serve, and after going into this question of 
subscription television and making a thorough inquiry and study, | 
concluded that it was not in the best interests of the dealers and, rather, 
that it would hurt the dealer. 

I do a column for a leading trade publication and for the dealers 
every month, under my own byline, and I did this column, last July, 
Subscription Television Will Hurt the Dealer. I want to say, too, 
that I did not have a single letter or reply from any dealers across 
the country, from this national publication, differing with my views, 
so that I feel that I am expressing, certainly not the unanimous opin- 
ion, but the opinion of many retail dealers, because I think we dealers 
have an obligation to the 36 million people who have paid us over $15 
billion for over 40 million TV sets, on the promise of free entertain- 
ment. These people bought these sets on the assumption that the 
service would be free and full. 
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When you look at it, it hardly seems right to charge someone for the 
privilege of looking at his own TV set in which he already has a sizable 
inv estment. It is almost like buying a washing mac hine and hav ing 
to drop a coin in to make it work. It does not seem proper either 
to charge for the use of our skyways that belong to all the people. 

We dealers did not go on record with the FCC in regard to toll TV, 
as we felt that that body in its wisdom would certainly agree and 
appreciate the fact that under our present system of free TV that we 
had an excellent record of progress. Our growth has been phenomenal 
and healthy and has been the result of ns atural evolution without need 
for legislation or congressional action. We now feel that our Congress 
should see to it that this system is maintained and that the best inter- 
est of all the people will be served by continuing to allow this system 
to progress. 

It was so effective that it created a new industry in faster time 
than any known. Cars took 30 years to reach the same saturation 
as TV. Refrigerators, 25; radio, 25; and so forth, and so forth. 

TV advertising is a new business. An industry that in 1946 had 
10 stations and only 10,000 sets. In less than 10 years telecasting 
has leaped from nothing to over a billion dollars a year, most of 
which has been in addition to what had been spent on other media, 
and all of which gained, except radio, which was largely owned by 
TV interests, who had faith enough in TV to set up their own 
competition. Actually, it is the advertising industry’s fastest grdw- 
ing baby. This advertising is having a terrific impact on our economy. 

‘And, Senator, if I may just remark, you spoke about this word 
“free,” and perhaps because of the advertising bill, that the public 
is paying more for products. Very forcibly 1t was brought to my 
attention just 2 weeks ago in Philadelphia when the ¢ Campbe ‘11 Soup 
Co. received the How ard G. Ford award for advertising merit, and 
it was indicated in spite of the tremendous sums—and they have a 
very popular TV program—spent on advertising, that the cost. per 

can of soup is almost infinitesimal, and that the people are still 
buying that popular soup for just about the same price they did 25 
years ago—a very unusual thing. 

And then when you find cigarettes—practically the only way 
they are sold is through this medium of advertis sing—th: at they keep 
the price down, and it requires no selling on anyone’s part. 

I, as a salesman, have told my salesmen. that we would certainly not 
have the opportunity for profit in selling if our groups were presold 
as many of these things are, and yet it is ‘only asmall part. In fact, I 
think it has been well stated today that it keeps the price of these com: 
modities down by the very quantities in which we can produce them. 

With the coming of color TV, which should be this year, we have 
the perfect advertising media when we combine sight and sound with 
motion and demonstration—and then add the realism of natural 
color. The sale of these sets and their effect on the economy, both 
from the standpoint of new volume for manufacturers and dealers 
in the sets, and the additional impetus given to promoting other 
products could well take up the slack in business occasioned by a 
softening in the automobile market. 

By 1960 it is predicted that TV advertising expenditures will reach 
$3 billion, and by 1965 we can expect they will top $5 billion. 


This 
should certainly provide viewers with a lot of entertainment. 
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At the rate of progress of the past 2 or 3 years, during which the 
networks have greatly improved the scope of their offerings—there 
is really no limit to the quality of entertainment which will be 
telecast free in years to come. 

The toll proponents are attempting to devise a remedy for a disease 
which does not exist. They say there are bigger things in store for 
TV audiences which cannot be provided by the current system. They 
have yet to come up with anything beyond the stature of a cinema- 
scope movie that will lose its chief virtue of big screen, color, and 
‘detail when it is televised. 

What’s wrong with a medium that has already provided us with 
entertainment and culture and education—news and sports ? 

What are these great shows we are to have on toll TV? What is 
more exciting than the Rose Bowl—the Tournament of Roses—the 
Army-Navy game—the world series—fights and local sporting 
events—fine news services—comedy and drama with the top stars of 
stage and screen? Culture such as the complete Macbeth, Richard 
the Third, and the Sadlers Wells Ballet. 

What more could we ask for? 

How toll TV works is getting to be pretty well understood. The 
hard economics of the entertainment world are less clearly under- 
stood, particularly in the role they would likely play in the pay as 
you see. 

Pay as you see is going to be driven by the profit motive that is the 
same as present day TV. That will not change. Some of the big TV 
igtars are already casting envious glances at toll TV. If toll TV can 
bring in the grosses they hear about, they are going to switch to that 
medium much as they switched from radio to TV. 

Would a sponsor be able to outbid the toll boys for future Kentucky 
‘Derbies? Mr. Walter O’Malley, president of the Brooklyn Dodgers, 
gave the proponents of pay as you see considerable ammunition when 
he envisioned a 50-cent charge for every set tuning in on a Brooklyn 
game. It would not be hard to imagine the club receiving $50,000 a 
game for these home viewers alone. Likewise the world series could 
gross at least 5 or 6 million dollars a game, and in a 7-game series, it 
would make the million dollars now paid by a sponsor insignificant. 
Sports seem like an important part of TV programing but actually 
baseball and football consume relatively few hours out of the annual 
program time, and today there are few championship fights. 

How about these Broadway plays we hear about? There are only 
‘a few hits per year and many times these hits could not be brought into 
our living rooms. The most recent Pulitzer prize winner of Tennessee 
Williams’ Cat on a Hot Tin Roof is hardly fare for small fry. 

»» We hear a lot about culture and the opera, but keeping in mind 
the profit motive—if a popular variety show would bring in $10 mil- 
‘lion at the home box office and the opera, ballet or the symphony 
-would bring in $1 million, which would the toll operator bring to his 
-audience? The same as our present system does with its mass medium, 
it will try to please most people most of the time, and after all a 
station can only put on one program at a time and there are only a 
few choice viewing hours in a day. 

I believe that the public needs to be informed about the costs of 
subscription TV. First, there is the cost of the decoder and coin box 
which might well run around $50 per set, plus $30 installation, which 





TELEVISION INQUIRY 1367 


would cost the 36 million present owners some $1,800 million which, 
whether bought or rented, will have to be paid for by the user. This 
may cost more with the complications of compatible color TV. Pay 
television promoters say they will be satisfied if they get $100 a year 
from the average family. This is only $2 per week, and would not 
provide much entertainment at the fees mentioned. However, on this 
basis, today’s TV audience would pay some $314 billion a year. This 
is three times the amount now being paid by the public for all specta- 
tor admissions. It is more than they pay for shoes, doctors, or elec- 
tricity. This, for viewing far fewer programs than it now watches 
without charge. 

Under the present system of American TV, no set owner is deprived 
of a program because he is not as prosperous as his neighbor, but once 
the turnstile is placed in his living room, the families who rely most 
on TV entertainment and information would be hit the hardest be- 
cause they are the ones who for economic reasons would have to re- 
strict their viewing most. TV would no longer belong to all the people 
all of the time. 

We may have to further enlighten these customers about the true 
facts of pay-as-you-see systems. First, it is important that the shal- 
low nature of the research that has been done be exposed. The polls 
and questionnaires have been weighted to favor toll TV in that they 
ask, “Would you be willing to pay $1 to see a first-run movie in your 
home on TV?” If this question was followed by something like this, 
if the ability to get and pay for first-run pictures on home TV also in- 
volved the loss of your privilege to see the Rose Bowl, world series, 
and Gleason shows free, would you still be willing to accept toll TV ?— 
the answer would be vastly different. Toll TV advocates say that the 
public want it. Sure! Based on the first part of the question. The 
favorable reactions were obtained from biased groups and from people 
who could not possibly have any conception of toll TV as it would 
actually work by swallowing up the free competitive system. 

These surveys which seem to prove that the public is quite willing 
to pay for television entertainment are weighted heavily toward upper 
income groups who need television the least. It is the poor man with 
ro money to spare and lots of kids to provide for who relies on TV 
for nearly 100 percent of his entertainment. By being deprived of the 
choicest free events—the Rose Bowl, the world series, and spectacu- 
lars—he will be the greatest sufferer; while those who can afford an 
evening out, rely on TV to a lesser degree, are the ones who have ex- 
pressed their willingness to pay. 

There has been a great deal of talk about testing procedures for pay 
TV. The fatal flaw in these proposals is that none of the evils of this 
potential talent monopoly would become apparent in any limited test. 
Even with a test conducted on a very major scale—such as in all UHF 
markets, which might be available to one-third of all set owners, who 
would convert to U HF—it would not test the basic proposition. 

It is reasonable to guess that such a test would prove there was a 
good bit of money to be made by Hollywood and baseball teams, but. 
it would not prove or disprove whether or not every top audience at- 
traction would ultimately be sucked into the new system. 

There can be no adequate test short of a situation in which the pro- 
moters of the Rose Bowl football game, for example, would have a 
clear opportunity to charge the television set owners anything that the 
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traffic will bear. With a price tag of $3 million or more on the world 
series telecasts, those promoters will not withhold the games from 
television, until the box-office potential amounts to over $3 million. 
This would not happen during the test nor immediately upon adoption 
of this system, but would be inevitable as the toll system grows. 

In short, these limited tests would be Trojan horses and would false- 
ly prove that the toll system is a harmless addition to the current one. 

If toll TV is tried but is found unsuccessful, there would be a loss 
to the public. An immediate effect would be that nearly every major 
sports event would be withdrawn from the free system in order to get 
ready for the box office. Television producers with good show ideas, 
the best actors, comedians, and playrights would all make themselves 
comparatively unavailable for free TV. Even a highly restricted type 
of toll TV would have this effect because of anticipation of big profits. 

Television the American way has been a wonderful disseminator of 
news. It isa great molder of public opinion. It is a positive force to 
combat subversives. Television provides a vast audience for the great 
leaders who shape the destiny of America—Congressmen, Senators, 
Presidents, doctors, scientists, clergymen, and candidates. Our future 
elections will probably be more influenced by the appearance on tele- 
vision of the candidates than by any other single factor. 

I feel that toll TV will hurt the public and hurt the dealer. In a 
comparison between the ability of free TV and toll TV to sell sets, it 
would be hard to conceive of a greater success than has already been 
achieved. Do the proponents of toll TV presume that a subscription 
system could have sold over 40 million sets in less than 10 years? 

Why kill the goose that is still laying golden eggs? With color TV 
coming, there is a large certain market ahead created by commercial 
advertising programs. Toll TV could only complicate this situation 
and would be a parasite upon the industry expenditures to develop 
color. 

We dealers have an obligation to see to it that we do not create an- 
other sales slump like the one that followed the first publicity on color 
television. If this question of free versus fee continues, there will be 
much confusion in the minds of our customers. 

Let’s continue the good old American way—the free way. 

Mr. Cox. Could you tell us, Mr. Farr, again, what was that figure 
you gave for the estimated cost of installation of a decoder and sub- 
seription service ? 

Mr. Farr. Yes. 

Mr. Cox. I think your statement says $30. I thought you said $50. 

Mr. Farr. I said about $50 a set for the decoder and as much as $30 
for installation. 

Mr. Cox. Now, upon what do you base that estimate for the installa- 
tion charge? The description of the device, as it has been given here 
by the proponents, is that the installation simply involves affixing it 
to the set in some way, the removal of 4 to 6 tubes, the insertion of an 
adapter plug, and the reinsertion of the tubes; now, why would that 
involve a cost on the order that you have listed here? 

Mr. Farr. Well, in the first place, I think that the subscription 
television people have now found, through the first flaws in the demon- 
strations of these decoding devices, that it was so easy to bootleg the 
programs, that the thing had to be made more foolproof. When it 
went to UHF frequencies, it was complicated still further; and now 
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that we are approaching compatible color, it is more complicated yet, 
and it isn’t quite as simple. 

In other words, we may go in and install a decoder device for a cus- 
tomer whose set wasn’t working too good when we did it, who may 
blame the installation of that for poor reception, and that will have 
to be corrected; or it may actually not work as good after they have 
hooked that up, and servicemen today, with the wages they are com- 
manding, it is going to be a costly thing. It isn’t the type of thing that 
consumers wouid be able to do themselves. 

Mr. Cox. In other words, this figure would include perhaps more 
than the initial installation—further calls in order to get the thing 
actually working in an acceptable way ? 

Mr. Farr. That is right, and maintain it. I would say that that 
cost would include what it would take to maintain that device for a 
year. 

Mr. Cox. Now, do you anticipate, as you suggest here, that there 
might well be disputes as between the subscription franchise holder, 
who either owns or has sold the decoder, and the set owner, as to what 
is responsible for any defects that develop ? 

Mr. Farr. In fact, our dealers are of the opinion that perhaps there 
will be disputes also between the persons servicing the decoder device 
and the set-—one blaming it on the other—unless both were being serv- 
iced by the same serviceman. We already are experiencing, in our 
own service organizations, an antenna man saying it is the set, or the 
set serviceman blaming the antenna. When we get to this new device 
the dealers are a little apprehensive, if they wouldn’t get the franchise 
for the decoding device, that they may eventually lose the service 
business also, because it might be in the public interest, or in the best 
interests of service, to have a single firm servicing both. 

Mr. Cox. And you would assume that the franchise holder of the 
subscription system would control the service on the decoders, and that 
therefore might exclude present service organizations ? 

Mr. Farr. From servicing the sets. 

Mr. Cox. Well, of course, he is going to have to have a reservoir of 
trained people. I would assume that it would be easier to train your 
servicemen to service his decoder than to go out and train a completely 
new body of people to do this? 

Mr. Farr. I would say so, but I have been rather apprehensive 
about some of the remarks of Commander MacDonald—particularly 
one when someone asked him about the capital for this subscription 
television service. He indicated that these franchises would go to 
amusement people who knew something about amusements, and who 
had the capital to take a franchise for an area and go through with the 
installation and the rental or sale of these decoders. So far I haven’t 
seen any evidence from any of the proponents indicating that this 
was a television dealer’s province; that the business would come to 
him. 

Mr. Cox. Are you apprehensive that if subscription service were 
started, and had some of the consequences that you suggest, that this 
would result in a lessened demand for additional television sets, and 
for replacement of television sets? Because certain programs no 
longer became available on a free basis, a certain part of the market 
would no longer be interested in television ? 





1370 TELEVISION INQUIRY 


Mr. Farr. Most certainly. The fact of the matter is, people spend 
money for entertainment, and I believe they have spent, now, out of 
proportion to their income for television. But if they are going 
to have to spend it for the programing, it is going to be much longer 
before they can buy a new one; and I believe even some of the other 
money which should go into buying appliances, and other things that 
make the American way of life, would be put into that box office in 
the home. 

I can conceive of men being so interested in sports that they 
would actually let their family go hungry to be sure to get the sport- 
ing events that they would be interested in. 

Senator Pasrore. Well, now, that is going pretty far, isn’t it? 

Mr. Farr. Well, it isn’t going a bit far when you recollect that I 
sold television sets in South Philadelphia during the early days, when 
the cheapest set was about $375, where a family sat on an orange crate 
to watch it; and where many times we have put $600 and $700 sets in 
a home where you didn’t think the home was worth that, and they 
will do more so—you appeared to be a sports fan this morning. You 
indicated to me you would like championship fights on television, and 
I know men in Philadelphia, back in the days when workingmen 
made $30 a week, who spent a good portion of it to go out for fights 
because they were fight fans. 

Senator Pasrore. I know, but it is rather ironical to argue against 
this and say this thing is so good people would cut out smoking to 
use the money to get subscription TV. 

Mr. Farr. I didn’t say smoking. [ Laughter. | 

Senator Pastore. Or what have you. 

Senator Scuopren. I have no further questions. 

Senator Pastore. Now, let me ask you this question: You raised 
the subject of repair. I think you ought to clarify the record just a 
little bit on that. This mechanism, of course, is not too well under- 
stood by most people. You say that a situation may arise where the 

ublic interest may be injured, because a contest might arise between 
the set maker, or the set seller, and the decoder as to whose responsi- 
bility it is in the case of a breakdown. 

Mr. Farr. No, sir, you misunderstood—between the retailer or the 
service department or a service organization who are servicing to- 
day—an existing set—and after this decoder is placed on it, if the 
set would fail—and it could, mathematically it could—or just coinci- 
dentally, or it might be due to something that was touched, then the 
set wouldn’t be operating properly and the responsibility might be 
placed by the viewer. ite would say, “It was the decoder”; and 
that man would come back and say, “No, that is your set; there was 
something wrong with the set.” I am talking about who would 
accept the responsibility for the set not operating as it did previously 
on free programs, say, if we had part toll and part free; and if that 
was the case, it might be that the franchise operator of the devices 
might want also to service the set—to assume the entire responsibility, 
rather than split it. 

Senator Pastore. Mr. Farr, I am sorry I wasn’t here at the begin- 
ning of your testimony. I was on the floor of the Senate at the time, 
but I have just picked up your manuscript and it says here that you 
appear here as the chairman of the board of the National Appliance 





TELEVISION INQUIRY 1371 


and Radio-TV Dealers Association. Are they the ones opposed to 
this? 

Mr. Farr. I also write an article each month about things that af- 
fect dealers. Last July I wrote this one on subscription TV hurt- 
ing the dealer. 

Senator Pastore. Is that your personal opinion ? 

Mr. Farr. I clarified that. My first introduction of this was by 
an attorney in Washington asking me to have the dealers lend their 
support to subseription television, and I looked into it, studied it, 
talked to dealers, looked over the entire situation, then wrote this arti- 
cle, for which I haven’t received a single dealer’s comments indicating 
that my views were wrong. I don’t say there aren’t some dealers 
who might feel the other way, but no one wrote to me or communicated 
with me. 

Senator Pastore. I don’t question you. I am just trying to get it 
on the record whether your appearance here is in an official capacity. 

Mr. Farr. Oh, yes, sir. 

Senator Pasrore. Speaking for all of the dealers in the associa- 
tion ¢ 

Mr. Farr. I suppose as much any anyone in an elective job. I 
am a past president of the association; I have represented our as 
sociation in Washington on excise tax matters and all related mat- 
ters for some years. 

Senator Pastore. I see. And did they pass any resolution to this 
effect ? 

Mr. Farr. No, we haven’t passed any resolution. Also, in the be- 
ginning of my testimony, we kind of felt that the FCC would well 
take care of this. We didn’t think that this thing could ever come, 

Senator Pasrore. I don’t want you to be apologetic. What I am 
trying to get on the record here, because it will be of interest to people 
who read this record, is whether or not this is a concerted action or 
merely an expression on your part, even though you may be a leader 
of the organization expressing your own opinion. I would like to 
have that on the record, whether there has been a concerted effort or an 
organized effort; whether this is the organized feeling of the associa- 
tion of dealers, because there are a lot of them in my State, and there 
are a lot of them in every State, and we would like to know whether 
this is an official action on the part of this association, or whether you 
are merely appearing here as an individual, while you may be the 
chairman of the board. 

Mr. Farr. Well, of course, we are not very cohesive. We are coast 
to coast, but we have a few thousand members. Last July we put out a 
questionnaire on which, again, I didn’t receive any comments which 
didn’t agree with the statements that I have made; and I have many— 
I have a number of letters with me, from dealers who indicated that 
they felt that this attitude was the correct one as far as the dealer was 
concerned. 

Senator Pastore. In your manuscript you say, “I appear here toda 
as chairman of the board of the National Appliance and Radio and T 
Dealers Association to represent over 100,000 TV dealers who employ 
hundreds of thousands of salesmen and servicemen.” Now, you real- 
ize, of course, that the opposition doesn’t have the opportunity to 
cross-examine witnesses, and sometimes we have to conduct that our- 
selves—not expressing our own point of view, but merely to develop the 
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record. Now, are you here today representing 100,000 dealers who 
feel that this is as you say? 

Mr. Farr. Well, there is no other dealer organization. We speak 
for the dealer with the Federal Trade Commission in helping to pro- 
mulgate rules. We did on excise tax matters and before the Federal 
Reserve Board. I wouldn’t say it was unanimous. There might have 
been some dealers who wanted regulation W continued. 

Mr. Cox. I think what the Senator is getting at is that there has not 
‘been any formal action by a convention, by an official meeting of your 
board, or anything of that sort which has officially put the entire organ- 
ization on record as opposed to pay-as-you-see television ? 

Mr. Farr. No, sir; except this questionnaire was sent to all of the 
board for comments and none came back adverse. 

Mr. Cox. That was sent to the members of the board rather than to 
the general members ? 

Mr. Farr. That is right. We have 22 members of the board. I 
would say that our dealers have been subjected to considerable mate- 
rial from proponents, of which I have many things here. 

. Senator Pastore. Have you discussed this matter with many peo- 
ple who are interested in television ? 

Mr. Farr. It has been a matter of 

Senator Pastore. Customers? 

Mr. Farr. It has been a matter of considerable interest to me. It 
was a year ago that I got interested in it, and I have followed it and 
watched its progress—talked to customers, talked to dealers, and kept 
myself abreast of what was happening. 

Senator Pastore. I want to thank you, Mr. Farr. 

Senator Scuorpre.. I would like to ask one question for the record. 
I notice what you had to say about some disputes or different points of 
view of the servicing organizations, and with reference to particular 
makes and types of sets. Don’t you still have that very same situa- 
tion prevalent today; haven’t you run across that very same situation 
today ? 

Mr. Farr. You bet I have. I am just apprehensive that it may 
further complicate it. 

Senator Scuoerren. I can recall on three distinct occasions—I have 
a television set; I was told a tube went out; I called a servic. organi- 
zation, a reputable one. They came out. They allegedly made some 
changes. I paid the bill. It flicked off, it didn’t work. I said, “I 
would like to have those parts. I don’t know anything about it, I am 
just curious about it, so let me keep them.” I called another one. He 
came in and he said, “Well, what went on here?” He made it work. 
Then he said, “Well, it ought to be moved to another place in your 
apartment.” It worked there all right before, and apparently the two 
of them there, allegedly as reputable as possible, didn’t agree on the 
same thing. Well, now I have got it, and the public paid the bill— 
just 1 part of 164 million, part of the public, we paid the bill. Sol 
can’t quite envision too much difficulty developing that we already 
haven’t some of us experienced in the ordinary run of things. 

Mr. Farr. Senator, if I may remind you, this is the most compli- 
cated piece of apparatus in your home. I marvel. I am one of the 
pioneers. I was an old hand. I had a license issued to me in 1923, 
3 M. E. And when we get into television and take a look at that 
chassis, we don’t wonder it breaks down; we wonder it ever works. 
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There were over 2,000 components in the first television set, a lot of 
connections. I don't know how we have trained men to take care 
of them. Occasionally the man may be professional, he may do his 
best. After 6 weeks of work, I had a doctor ask me for a recall—he 
wanted me to fix it after that. If I go toa doctor today and next week 
develop pneumonia, I pay the fee; and if he makes a mistake he buries 
it. 

Senator Scnorpret. I agree that the scientists have done a phe- 
nomenal job. They tell us the same thing is going to happen in color 
television, much more complicated, but nobody is getting scared about 
trying to make it work. We make these things ‘work in free enter- 
prise “America. We will w hip that thing after awhile, and I rather 
envision that we will have some hearings—some of us will be around 
here, maybe I won’t, but there will always be Senators here. We will 
be hearing again about something new ‘and something different, and 
then we are going to look back on some of these records and say, “Well, 
the boys sure missed a bet back there, but it is this thing called evolu- 
tion.” 

I believe that we have got to be realistic about this thing and we 
have to have the broadest gage approach on the record—the most 
practical approach based on experience. And we are getting a lot 
of conjecture in these hearings, because all phases of it have not 
been tried. I just rather envision that some rather cbscure indi- 
viduals, now today, in a few years will be the experts; and they will 
come up with something, and simplify a lot of these things and make 
it look awfully sick—what we were worrying about today, in the years 
tocome. I hope that is the case. I believe it is the possibility. But, 
frankly, when you mentioned about this packing it on the set-—maybe 
on the antenna and something else—we have that with us today. It 
may be aggravated and multiplied, I don’t know. But if you ean 
get away with that and get the perfection in this thing, you are going 
to be a miracle man. 

I don’t think we will ever get to that point with our appliances of 
any type or character. I just took my Buick automobile down; I 
have been having some trouble with brakes. I drive on stretches and 
under the speed limits, and then something goes wrong with the 
brakes. I take it down to a reputable dealer and he says, “You need 
this and that,” and he gave me a bill for $65. I paid it. The same 
thing happened the next week. I take it to another one because I 
was caught, I couldn’t go; and he said, “What the Sam Hill did they 
do?” He Says, “Why, you’ve got a cylinder in each one of these 
wheels; that was your trouble.’ *” So we have disagreements and dis- 
putes as to who the experts are and what is the reason for a lot-of 
these things. So we have to take it and smile. We don’t like to 
pay these bills, but I guess we have to do that for experimentation, 
for progress. So I think you are a little farfetched when you say 
there is going to be a lot of difficulty develop there. 

Mr. Farr. Senator, I am not afraid of progress, and I am a pro+ 
ponent of color television. I am probably, at the moment, the biggest 
retail dealer of color television in America, of which I am justly 
proud. I have had my men trained. I have learned what I can. 

Senator Pasrore. Stop right there. What does a set really cost? 
My kiddies are getting after me. What does a color television set 
cost ? 
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Mr. Farr. Senator, what is your address? jLaughter.] At the 
moment $695 will buy a very good 21-inch set, but I would say to you 
I guess RCA wouldn’t like me for this—by June it will be a hundred 
dollars less. So let the kids wait for Howdy Doody until June, and 
you will probably get it at $595. It is well worth it. It is perfected. 
It is beautiful. And I have no fear about that, Senator. The only 
thing I was worrying about was this divided responsibility for this 
decoder device—who would have the responsibility, my serviceman or 
the other one—and I think your explanations of this lack of responsi- 
bility, of acknowledging responsibility, as to who guessed right or 
what was really the trouble. A man diagnoses in all good faith, 
and you know sometimes a doctor’s diagnosis looks identical with the 
last point, but that isn’t what is wrong with it. 

Senator Scuorrret. I recognize that, but I just thought I would 
throw that in, because that is what happened to Andy Schoeppel. | 
regret having to leave, but there are matters on the floor of the 
Senate. 

Senator Pastore (presiding). All right, Mr. Farr. Our next wit- 


ness is Mr. Radford. 
STATEMENT OF WILTON D. RADFORD, NEW YORK CITY 


Mr. Raprorp. Mr, Chairman, I have this brief statement I have 
written. 

Mr. Chairman and gentlemen of this committee, as a preface to my 
remarks I wish to read the following statement : 

{ am one of the 38 million television set owners in this country who 


have an investment in television sets amounting to $1314 billion. 
Of course, I took those figures from expert testimony that I have 
read about. 

At the present time I am retired. I have never been connected with 

radio or television, my business before retirement being connected 
with the building industry. I have watched television since December 
1948, have enjoyed the many programs furnished, have enjoyed the 
srograms on all public pacts Laty, hts listened through television to 
both sides of all political questions, particularly enjoyed studying 
the personalities during the Army-McCarthy hearings—and drew my 
own personal conclusions: That if all of the public hearings, like this 
present one now being held, could be televised or broadcast, more voters 
would take interest and in time they would have the effect of a per- 
sonal referendum. 

As a private citizen, I recognize that this question of pay-as-you-see 
television is nonpartisan, and that both Democrats and Republicans 
are primarily interested in the people’s side of this question. 

I am somewhat amazed at the small amount of publicity which the 
press has given on this subject, and to the best of my humble ability 
I have alerted my friends and neighbors to get busy and ask their 
representatives where they stand on this important issue which affects 
their constitutional property rights and their rights of free press and 
free speech. 

I was fortunate to have listened to Mr. Edward R. Murrow’s broad- 
cast on June 14 last covering the subject of free television viewing, 
and he gave the statements of the people who were advocating sub- 
scription television and those who were opposed to pay-as-you-see tele- 





TELEVISION INQUIRY 1375 


vision. I requested a copy of this See It Now program, and my 
sentiments, and probably the sentiments of many more set owners, were 
best expressed by the words of Dr. Frank M. Stanton, president of 
Columbia Broadcasting System, Inc., who stated as follows, and I 
quote : ‘ 

CBS opposes pay television because it would hijack the American public 
into paying for the privilege of looking at its own television sets. This is a 
petrayal of 34 million families who have already spent $1344 billion for their 
sets in the expectation that they would be able to use them as they wanted 
without paying for the prerogative of watching. 

I would like to add a few remarks and observations to qualify my 
statement to this committee. 

This vital issue will be settled by the people; this is my reason for 
appearing personally. 

Mr. Chairman, I was fortunate in listening that night, because I 
have always listened very attentively to those speeches or those broad- 
casts of Mr. Murrow, and also all political speeches, and I want to 
say this: It was quite remarkable to me that after that McCarthy- 
Army hearing every man on the street that you met—or woman—re- 
gardless of their politics, thought that there was nobody like Hon. 
Carl Mundt for his fairness and his presiding qualifications. I men- 
tion that, because I think he deserves that compliment, and I am glad 
to say it in public. 

Now, Mr. Chairman, I read—it was about a one-line publicity 
notice, the first part of February ; I threw this aside and filed it—that 
there was going to be a resolution introduced by the president of the 
New York City Council about 2 days after I read this notice, and just 
by chance I got into it, and I don’t know but I might be the only single 
set owner here today, and I am sure I was the only one at that meeting. 
It is surprising to me how little the public knows about this. I met 
a lady the other day—and a highly intelligent neighbor—and she said 
she wasn’t opposed to pay-as-you-see television because “I am paying 
$6 and $7 a seat for a first-class Broadway show, and I understand 
that they are going to put a meter on my set and I will be able to put 
a dollar in the set and look at the show.” I didn’t argue with her, 
but before I 

Senator Pastore. You didn’t argue with her, but did you agree 
or disagree ? 

Mr. Raprorp. I didn’t want to make her feel that small, because’ 
those were not the facts. I just said, “I can’t do anything about it.” 
I treated it in an offhand way. 

One of the presidents of a baseball club in this Murrow speech which 
I have quoted stated that baseball could not survive without television 
receipts, and he thought 50 cents a game would be a fair price. 

Now, a great many of you honorable gentlemen of the Senate have: 
been interested in a subject that I have been reading in the newspapers: 
for the past 2 years—juvenile delinquency. And if by any chance: 
pay television ever went over, there is one place where the youth who: 
must see a game—and if their parents couldn’t afford to put the 50 
cents in—could go: Every tavern and bar in the land would“have 
free television of baseball, and the bartender would drop in 50 cents. 
That is something I speak about. 

That isn’t going to win this case, and before I go too far, and so 
that you Senators and members of this committee will understand, 
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that I don’t take life too seriously, I don’t think this will ever go over, 
because I think that there are men of both parties in Congress and in 
the Senate who have too much commonsense to upset this whole 
lineup. I think that the television oe and the advertising people 
together have done a pretty good job, and it is quite signific ant to me 
that even in the last 48 hours before I left New York C ity one of the 
fine newspapers has an editorial about the terrible commercials, and 
the fact that the people are being fooled all of the time. Now, the 
people that would criticize the commercials the most would be the 
ones that would scream the loudest if pay-as-you-see television is ever 
put over. 

Now, just the little that I have learned from this I have learned 
from experts, and I quoted—I wouldn’t know these men that I quoted 
if I stumbled over them, and I don’t know anybody in this room, but 
my sood wife, whom I brought down with me—but I do think 

‘Senator Pastore. Let me ask you, sir, because I am very much inter- 
ested in this—and this to me, if what I am thinking is true, symbolizes 
the very efficacy and vitality of our system of gov vernment——Did you 
come down here on your own expense ? 

Mr. Raprorp. Yes, sir; definitely. 

Senator Pastore. Just representing yourself, out of your own 
pocket ? 

Mr. Raprorp. Representing myself, but I will tell you why I did 
that. 

Senator Pastore. I am not quarreling with you. I just wanted 
to find out. 

Mr. Raprorp. I am going to tell you. You have asked me a ques- 
tion, and I don’t want you to misunderstand this. This isn’t self- 
praise. From the time of Theodore Roosevelt I became an independ- 
ent thinker. I voted for both sides of the party. I happen to be an 
enrolled Democrat. I am going to mention this because you asked 
me a question. 

Now, I have been interested, and I came down to hearings here on 
the Home Owners’ Loan Corporation when a Senator introduced a 
resolution to turn it back to the very people that caused it to be 
created to save homes, and it finally qualified and the Government 
didn’t lose a dollar. 

Now, if you will let me stick on this subject a minute, I have read 
between the lines, and I may be wrong, but I think I am right. Every 
once in a while somebody knocks the Federal Housing Administra- 
tion insurance end of mortgages. _I was in the building-material busi- 
ness, and in Greater New York City and metropolitan Long Island, 
before that law was put on the statute books, the financing of indi- 
vidual homes was a highly organized racket. "That is a strong state- 
ment, and I can prove it, for I was put out of business by it. 

But every once in a w hile lately, if you read through the lines, some 

real-estate man will say—some of the mortgage companies stand up 
for it; they will say, or ell, you can do without this insurance; it isn’t 
necessary any more.” That is some of the second-mortgage fellows 
trying to get back in business. 

Now, Mr. Chairman, I have given you a brief outline of why I 
came down here. I was in civics in the county of Queens, where I 
lived from 1913 to 1948, and I made this statement brief for two 
reasons: I don’t think anybody will misunderstand what it is about, 
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and when I leave here at my own leisure I am going to send one of, 
these to all of the civic groups around the metropolitan district that. 
I know of. 

Senator Pastore. Do you do this all out of your own pocket ? 

Mr. Raprorp. Yes, sir; but this didn’t cost me a lot of money. 

Senator Pastore. I shouldn't think so; but it cost some money. 

Mr. Raprorp. This statement that I got up I typewrote myself orig-, 
inally and paid about $4.50 to get a hundred copies. 

Senator Pastore. I just think it is marvelous; that is all. I think 
it exemplifies the spirit of America—an individual who becomes so 
intent on the problem that he actually writes out his own speech and 
comes down here as an independent citizen and is given the oppar- 
tunity to express his opinion—and we are honored to listen to you. 

Mr. Raprorp. I am not ashamed of the fact that I haven’t too much 
of the worldly goods, but I am rich in spirit—I will put it that way. 

Senator Pastore. Well, no one can ever question that. 

Mr. itaprorp. Now, | have 2 sons, and 1 have 4 fine grande +hildren. 
They live in the suburbs. They cannot always take these children to 
a movie because they would have to get a babysitter for one of the 
children. Their greatest diversion is television. 

As far as I am concerned, if the pay-as-you-see goes over, I will 
just pull the plug and it won't bother me a bit, although I am ‘against 
it, but I think it is absurd. 

Now, here is another thing: I think if the Commerce Committee 
of the Senate advocates fee television it, will create unfair competi- 
tion in restraint of trade, and I will tell you why I think that: Because 
just 1 expert said—and he named the television program—that 1 Love 
Lucy program costs today about $85,000 to put over. If one-third, 
of the people listen to that they will take in three times the amount 
of money. Now, I would just like to see if I am reasoning along 
the right lines. Suppose if the pay-television people come along and 
say to the sponsors, “Look, you give us $85,000, and we will give you 
5 percent of the monthly take.” W ell, if they are human, they will 
throw over the free end of I Love Lucy and take it. 

Let us be practical and honest with ourselves. That would be busi- 
ness. I think it iseconomically unsound, and I think it will demoralize 
the entire industry and put many thousands out of jobs, and also 
demoralize advertising to some extent. There would be a curtailment 
of free speech and free press; and I say agam, commercial TV ha 
done a good job and commercial TV has improved since the day I 
started listening to them. 

Now, one of the good Senators, and there is some publicity on this 


a piece e about that high [indicating] in the New York Times, quoted 
the Senator from Ohio—— 


Mr. Cox. Senator Bricker ? 

Mr. Raprorp. No; that other Senator. 

Mr. Cox. Senator Bender ? 

Mr. Raprorp. No; you know his name. He was co-Senator with 
the late Senator Taft; he was Governor of Ohio—Senator Bricker— 
and he is afraid they w ‘ill get too much political power. 

My goodness, they have given all sides of the questions and it is 
marvelous. The reason I spoke about televising these meetings that 
you have, these hearings. I never knew him; : everybody respected the 
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late Senator Taft for one reason. When Mr. Taft was on television— 
and I observed it the first time I ever saw him on television—he never 
indulged in doubletalk. Senator Taft gave direct answers and every- 
thing was right to the point, and if he thought a question was foolish, 
he told the whole Meet the Press so. 

I mention those things because I think it is important for you to 
know. Now 

Senator Pastore. Well, I want to subscribe to that. He was on the 
other side of the political fence and I disagreed with him most often, 
but I will agree with you that he had the courage of his convictions 
and whatever he believed, he said. 

Mr. Raprorp. He was never a doubletalker, and neither was Truman 
ever a doubletalker on television. 

Senator Pastore. Now wearealleven. [Laughter. | 

Mr. Raprorp. But, Mr. Chairman and members of this committee, 
I want to bring up the point what a wonderful thing it is to have all 
of these things televise . It is really marvelous, because you would 
be surprised that me in the living room, and you in your living room, 
see the fellow; youcantellina minute. You could tell at that hearing 
I mentioned when somebody was trying to get over that side of the 
truth. 

' Mr. Chairman, I do not want to take 4 too much of your time. I 
have spoken briefly. There isn’t a single question on the technical 
side of this question that I could answer. I know nothing about it, 
except that when in 1948 I bought a television and asked the chief 
engineer of the company to show me how tw run it, I ran it for 8 years 
and spent $25 expense money to have it fixed, and it is still running. 
I cannot answer any questions technically, but I hope that I have left : 
you some food for thought. And I thank you for your courtesy. 

Senator Pastore. All right, thank you very much. Now that is the 
last witness that we have and I understand that we will meet at G-16 
tomorrow at 10 o’clock. 

Thank you all for appearing. 

Arner rare at 3:55 p. m., the committee adjourned to reconvene 

at 10 a.m. Friday, April 27, 1956.) 
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FRIDAY, APRIL 27, 1956 


Unrrep States SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
G16, the Capitol, Hon. Charles E. Potter, presiding. 

Present : Senator Potter. 

Also present : Wayne T. Geissinger, assistant chief counsel ; Kenneth 
Cox, special counsel; Nicholas Zapple, staff communications counsel. 

Senator Porrer. The Committee will come to order. 

This is the continuation of the hearing on television, and this week 
it has been primarily on the question of subscription television. I 
would like to submit for the record a statement by ABC which will 
be made a part of the record at this point. 

(The statement referred to is as follows :) 


STATEMENT OF AMERICAN BROADCASTING Co. 


American Broadcasting Co. welcomes the opportunity of submitting a state- 
ment to this distinguished committee on the question of pay television, particu- 
larly so because it is ABC’s position that this question is one which Congress, 
rather than the Federal Communications Commission, should decide. 

The pay-television proposals have provoked much argument about whether the 
FCC has authority, under existing legislation, to approve any form of subscrip- 
tion television and how, if pay television is authorized, this mechanical-electronic 
device, so fundamentally at odds with basic ideas concerning the permissible uses 
of the public domain in the radio spectrum, could be accommodated within the 
existing regulatory framework. Briefly, it is ABC’s position that the Communi- 
cations Act of 1934, as amended, does not give the FCC the authority to estab- 
lish a subscription television system and that subscription television is a hybrid 
which defies classification within any of the categories of radio and television 
service recognized in the Communications Act. 


THE CONGRESS SHOULD ASSERT ITS JURISDICTION OVER PAY TELEVISION 


Pay television raises complex and difficult legal and policy questions. So far 
as the legal questions are concerned,’ their difficulty arises in large part from 
the fact that in this area the intent and desire of the Congress has not been 
made clear. In the absence of 2 clear expression of national policy by the Con- 
gress, there exists, in effect, a legal vacuum. This is a field, therefore, in which 
the Congress should assert its jurisdiction whether or not the existing statutes 
can, by tortured construction, be interpreted as giving the Commission present 
authority. 

Briefly, the legal arguments concerning the FCC’s authority to establish a 
subscription television system center around the legislative history of the 
Federal Radio Act of 1927. At that time, radio broadcasting was in its infancy 
(television was only a laboratory dream) and its further development was a 


+ There are attached as appendix A, the memorandum of law submitted by ABC as part 
of its comments in the FCC’s pay television rulemaking proceeding, docket No. 11279, and 
as appendix B, the further memorandum of law submitted by ABC with its reply comments 
in the same proceeding. (These appear beginning at pp. 1386 and 1393.) 
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matter of speculation. The congressional debates on the 1927 act included some 
colument on the possibility of a radio service in which a direct charge might be 
made to listeners. Some statements were made which can be construed as 
approving such a service; other statements clearly disapprove it. 

At the time of the passage of the Communications Act in 1934, the pattern 
of the broadcasting industry as a free service to the American public was well 
established. It is not surprising, therefore, that the debates on the 1934 act 
contained no reference whatever to subscription radio, much less subscription 
tele, ision. 

This meager legislative history has been subjected to extensive analysis. 
Elaborate legal theories have been erected with no basis other than casual 
comments by 1927 Senators and Congressmen and unexplained deletions from 
the 1927 act. No amount of legal theorizing can supply what is not there. 
‘Lhe facts are clear that subscription radio and television is a subject on which 
the Congress has not spoken its mind for approximately 30 years, and then only 
in the most incidental and inconclusive manner. 

The FCC in common with other similar agencies is an arm of Congress. The 
purpose of such agencies is not the making of national policy but its detailed 
application. The limitations on their functions are well recognized. <A leading 
authority on administrative law has said, “The legislative process is especially 
qualiiied and the administrative process is especially unfit for the determination 
of major policies that depend more upon emotional bent and political instincts 
than upon investigation, hearing, and analysis” (Davis, Administrative Law 
(1951), p. 57). Mr. James M. Landis, who is counsel for Skiatron TV, Inc., 
one of the proponents of pay television, has written “The responsibility for fash- 
ioning a policy not only of great economic importance but also one that has 
divided the faiths and loyalties of classes of people cannot appropriately be 
entrusted to the administrative” (Landis, The Administrative Process (1938), 
p. 55). 

No one can say that to abandon the very basis upon which our radio and 
television industries have, from their inception, been built would involve a 
major policy decision “of great economic importance.” Nor can anyone deny 
that pay television is highly controversial. As Commissioner Lee points out in 
his article in Look magazine favoring pay television, the FCC subscription 
television processing has produced thus far nearly 24,000 individual comments, 
filling 69 volumes, or more than 18 feet of proposals, counterproposals, and con- 
troversy. No other proceeding which the Commission has ever conducted has 
produced anywhere near this volume of comments. 

Thus pay television is precisely the type of question which, the authorities 
agree, should not be left to the administrative but requires resolution by the 
Congress. ABC urges that Congress assert its jurisdiction in the matter. 


THE ACCOMPLISHMENTS OF FREE TELEVISION 


The American system of free television, in the short space of 10 years, has 
provided the people of the United States with more television broadcast stations, 
more television receivers, and more television programs than are available to 
ali other peoples in the world combined. Notwithstanding the 4-year “freeze” on 
new stations and the shackles imposed by unfortunate allocation errors which 
the FCC has failed to correct.’ 

Free television can be seen today by 90 percent of the American public, in ap- 
proximateiy 35 million homes. This remarkable growth, which no other industry 
ean claim in as brief a period of time, has been accomplished without a charge 
on the viewer—without a coin-grabbing gadget in the home. Those who have 
contended that television was doomed to failure without a box office have been 
proved false prophets. 

Progress in television programing has kept pace with the expansion of tele- 
vision circulation. Television has brought the worlds of entertainment, sports, 
news, government and education visually into the American home. In the field 
of government, television has shown the American people the efforts of their 
elected representatives engaged in committee hearings on matters of national 
importance; the President’s state of the Union and other messages to the people; 


2 ABC's plan for the correction of these errors has been discussed in earlier testimony 
before this committee by Ernest Lee Jahncke, Jr., vice president and assistant to the 
president of ABC. The adoption of this plan would make possible 3 or more television 
stations in practically all the first 100 markets in the country, as well as substantially 
increasing the possibilities for competitive television service in the smaller markets. 





TELEVISION INQUIRY 1381 


various addresses by leading personages in government; extensive pictorial re- 
ports of national, State, and local elections creating fuller understanding of this 
most important demonstration of democracy in action; day-by-day news coverage, 
poth film and live, of the happenings which mark our times; weekly panel dis- 
cussions in which the vital issues of both domestic and foreign policy are analy- 
tically presented to the forum of public opinion. Plans are presently being made 
for televising the political conventions which will take place during the summer 
of 1956. The American system of television has created better informed citizens 
with a greater awareness of their responsibilities. 

Through television, the children of America have been awakened to the 
world outside. Carefully selected educational programs have exposed these 
growing minds to new and wondrous experiences previously unencountered 
within the narrow confines of a child’s life. Through weekly programs, children 
are visually taken to the zoo, the science laboratory, historic points of interest; 
exposed to the fascination of books and music; stimulated to make toys and 
other playthings with their hands; and, of course, entertained. Entertainment 
of children occupies a substantial position in the American system of television, 
and efforts are constantly made to insure proper quality. Many children’s 
programs have received commendations from groups throughout the country 
interested in child welfare and development. ABC’s the Mickey Mouse Club 
indicates the type of presentation which satisfies a child’s needs for entertain- 
ment in a constructive manner. 

Television presents an extensive selection of dramatic programs weekly. 
During the course of its dramatic development, television has utilized material 
from the legitimate stage, classic, and current short stories and novels and 
material from an entirely new school of writers who have grown with the 
industry. Dramatic material written for and first presented on television may 
nov be seen on the legitimate stage and in motion pictures. In like manner, 
television has developed new and refreshing talented actors and actresses who 
have carried their now recognized abilities successfully into other areas of 
entertainment. This is indeed an accomplishment for so young an industry and 
a major contribution to the dramatic arts. 

Motion pictures and dramatic presentations of the legitimate stage, after re- 
alizing their theater potential, become available on free television. Other dra- 
matie presentations are immediately available on films especially made for 
television. A perusal of the program schedules of ABC and the other networks 
shows that the American public is being furnished a countless number of 
successful dramatic plays as well as music and other entertainment. 

American television has presented an impressive schedule of sports events 
from the time that remote telecasts first became feasible up to the present. 
During the past 2 years practically every phase of sports activity has been 
available on the television screen. Coverage ranged from the famous Bannister 
mile in Vancouver to the world series; from the Run for the Roses at the Ken- 
tucky Derby to the traditional bowl games on New Year’s Day; from basketball 
to baseball to boxing with seven championship bouts during 1955. Each Satur- 
day afternoon during the fall, network television has brought college football 
games into television homes. 

It is not, of course, our position that there is no room for improvement in 
television programing. But the important fact is that improvement is taking 
place daily and this improvement will continue. There is no occasion to levy a 
tribute upon the American public in order to accomplish it. 

The proponents of pay television would have you ignore this continuing im- 
provement. They persist in comparing their grandiose plans with television 
programing, not as it is today, but as it was a few years ago. They also persist 


in asserting, in the face of overwhelming evidence to the contrary, that tele- 
vision must have a box office. 


PAY TELEVISION WOULD ADD NOTHING BUT A PRICE TAG 


What will pay television offer in the way of program fare that is not already 
available? Its proponents are in fact hard-pressed for an answer, hut they speak 
glibly of first-run movies, Broadway plays, and championship fi*hts. 

As to movies, ABC is now providing three high-quality movie series, Afternoon 
Film Festival, Famous Film Festival, and Film Fair. Famous F Im. Festival 
has included such excellent films as The Red Shoes and The Cruel Se». The 
audience ratings of ABC’s film series indicate that they are eminently acceptable 
to the public. Recent developments in Hollywood have enlarged the number of 
first-quality movies available to free television. 
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So far as championship boxing is concerned, ABC’s Wednesday night fights 
series included, on October 19, 1955, the lightweight championship fight between 
Wallace (Bud) Smith and Jimmy Carter, and on November 30, 1955, a welter- 
weight championship fight between Carmen Basilio and Tony DeMarco. On 
March 14, 1956, Basilio and Johnny Saxton met in second welterweight champion 
ship match. Of the 11 championship bouts in 1955, 7 appeared on free television 
As has been noted above, free television provides other sporting events in pro- 
fusion. ; 

In the field of drama, free television now provides several hour-long dramatic 
shows each week. In addition, there are frequent 90-minute shows. The people 
of the Nation now have the opportunity to see without charge many more plays 
in a year than a professional Broadway drama critic. 

To obtain the support of the lovers of opera and ballet, and of those who decry 
the failure of television to make fuller use of its educational potentialities, the 
proponents of pay television cite these areas of programing with the implication 
that subscription television will result in more programs of these types. Be- 
cause of the capital investment necessarily involved in attaching coin-grabbing 
gadgets to 35 million receivers, it is important to the success of pay television that 
the turnstiles be kept moving. If the proponents are sincere in their demand for 
only a limited number of hours on existing facilities, it will be vital to the success 
of their system that the garbled programs have mass appeal. 

If a ballet will gross X dollars and a situation comedy 10 times that amount, 
it would be naive to suppose that the ballet would be presented by pay television 
in preference to the comedy. Consequently it is difficult to understand how cul- 
tural and educational programs will receive any attention from a system finan 
cially dependent on the number of viewers, if restricted to a few hours a week. 
There are also situations where many will watch for free but will not pay to see. 

With a limitation on the amount of time in which subscription programs may 
be presented, only those with a mass appeal and thus a high revenue potential 
will be carried. Pay television, to keep the turnstiles clicking, must program for 
the largest possible audience. So long as more profitable material was available, 
pay television could not be expected to present such persons as 1955 Peabody 
Award-winning Quincy Howe of ABC, who won his award for a program series 
promoting international understanding, and Dr. Frank Baxter, who won his 
award for an educational series on Shakespearian drama. 

Only when the last possible dollar was being wrung from mass audiences 
would pay television seek to till the less fertile fields of minority tastes. This 
would not oceur until pay television had most of the broadcast day and existing 
facilities to itself. But when that day arrives there would be no free television. 

Thus it is clear that pay television will add nothing, except a price tag, to what 
the public already enjoys. 


TELEVISION NEEDS MORE OUTLETS TO PERMIT COMPETITIVE GROWTH, NOT A BOX OFFICE 


Recent statistics of the television industry establish clearly that it is not more 
economic potential which television needs, but more outlets to permit television 
more adequately to realize the tremendous potential of advertising revenues that 
are already available. In the final quarter of 1955, national advertisers were 
buying television time at the rate of more than $880 million a year. By now 
that figure is undoubtedly considerably higher. And it does not include the 
sizable sum being spent for television advertising on the local level. These 
revenues of free television are being produced by a national system of only 
about 450 stations, with markets which could obviously support 3 or more 
stations still limited to only 2 and in some cases to only 1 station. (By the 
most conservative estimates, free television could now support more than 600 
stations. It is only allocations, deficiencies, and delays which prevent this 
number of stations from being on the air today.) 

The lack of an adequate number of outlets for nationwide distribution of 
programs is seriously handicapping ABC in its competitive struggle with CBS 
and NBC. ABC’s accomplishments in the program field are not inconsiderable, 
as witness the fact that in the last 2 years, eight of the major awards by the 
Academy of Television Arts and Sciences, the so-called Emmy awards, went 
to ABC programs and talent. But good programs must have national audiences 
to justify their expense. ABC’s inability to obtain a fully national audience 
limits its ability to produce programs and to retain the outstanding programs 
which it has already developed. That an increase in the competitive oppor- 
tunities for ABC and for other program producers would result in more and 
better television programs is well recognized. Jack Gould, the television critic 
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of the New York Times, had this to say in the April 8, 1956, issue of that 
newspaper : 

“What is at the root of all the difficulty? Fundamentally, it is broadcasting’s 
oldest problem: an inadequate number of desirable stations. The number of 
outlets capable of being received on present sets is subject to a technical limita- 
tion; in many cities there are still only two stations of consequence. The high 
hopes of providing a truly national TV service, with 3 or 4 networks reaching 
almost everywhere, as with radio, simply haven’t been realized. 

“It is the lack of additional good stations that has handicapped the American 
Broadeasting Co. Considering this technical problem, which it is powerless 
by itself to correct, ABC’s progress in battling NBC and CBS is little short of 
miraculous. With the aid of Walt Disney and British movies it is giving the 
two titans some anxious moments and seems certain to go much further. 
But if it were possible for ABC to have truly adequate outlets across the country, 
then the fur really would fly in the whole programing setup. 


a * * x * * * 


“The long-range solution to assuring maximum competition in TV will come 
only when ABC and perhaps even regional networks can really give battle to 
CBS and NBC. The only way to do this is to fit in more stations within the 
existing channels, a difficult task but one that needs to be pressed with maximum 
vigor and engineering imagination.” [Emphasis supplied.] 

The proponents of pay television profess to be concerned with the lack of 
competition in the television field. Zenith Radio Corp. devoted the bulk of its 
reply comments filed with the FCC in docket No. 11279 to an attack on CBS and 
NBC. They would have the FCC and the public believe that pay television is 
the knight in shining armor which will slay the television monopoly dragon. 

In actual fact, pay television would serve only to aggravate the existing 
shortage of television outlets and to worsen the position of ABC and other com- 
petitors of CBS and NBC. Every hour devoted to garbled transmissions during 
good viewing periods (which are equally essential to pay television) will render 
more acute the problem of obtaining clearances for nationwide programs and 
thereby further curtail the opportunity of ABC and other networks and program 
producers to compete for new outlets on a nationwide scale. 


PAY TELEVISION WOULD DESTROY FREE TELEVISION 


The promoters of pay television assert that they want free television to con- 
tinue, that theirs will be a “supplementary service,” and that the two systems 
can coexist on the same facilities. This is just to get the cuckoo’s egg into the 
nest. Once the inevitable consequences of pay television, superimposed upon 
existing television stations, are fully appreciated, there is no choice but to reject 
the pay television proposals unless we are prepared to junk the American system 
of broadcasting as not being in the public interest. It requires no power of 
prophecy to foresee some of the inevitable consequences : 

(a) Partial blotting out of free television—The pay-television proponents ask 
that existing stations be permitted to discontinue broadcasting in the traditional 
American fashion* and to substitute a scrambled signal which would become 
usable only upon payment of a fee. In the 131 markets of the United States with 
only 1 station in operation, this means that during those hours, be they few or 
many, when scrambled signals are being transmitted, the public will not be able 
to receive free television. Similarly, in the 65 markets with only 2 television 
stations, inasmuch as it is not contemplated that all subscription programs will 
be the monopoly of a single entrepreneur, the same blot out will exist if both 
stations are permitted to carry subscription programs simultaneously. Even in 
multiple station markets, if as many competitive program sources are permitted 
to develop in the subscription field as there are in free television, all stations 
could be transmitting scrambled signals at the same time, with the result that 
free television would be blotted out during those periods. 

(b) Loss of programs and talent.—If the click of the turnstile produces the 
bonanza which the proponents of pay television visualize, the effect on the pro- 
grams and talent now furnished free to the viewer can hardly be exaggerated. 
The impact can be most clearly visualized in the field of sports. The proponents 
of pay television publicly admit that they could gross $25 million on the world 
series, 25 times what the sponsor paid for the television rights in 1954. If this 


*Since pay television, even more than free television, would require large revenues 
which only substantial audiences could produce, it would not, as some suppose, encourage 
the establishment of small-city television stations. 
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is permitted, the American public will cease to have at no charge the “best seat 
in the park” for the world series or even for games presently provided free to the 
public throughout the baseball season. Other sporting events will be similarly 
lost to free radio and television—the Kentucky Derby, the football classics, ete. 

Nor would such inroads be confined to sports. The profit motive being what 
it is, backed by the tolls assessed against the public, the proponents of pay tele- 
vision could outbid the television industry for talent and other programs presently 
viewable without charge by the American public. As good shows, with audience 
appeal, were developed on free television, their transfer to pay television would 
be only a matter of time. With the loss of sports, other outstanding programs 
and their star performers, the present programing on free television would soon 
deteriorate to the point that it would lose both advertising and audience appeal. 
The attendant loss of revenues will also have a deleterious effect on unsponsored 
public-service programing now furnished free by the networks—educationa] 
features, religious programs, public discussion, congressional hearings, Presi- 
dential addresses, and news. Without revenues from the sponsors of sports and 
entertainment feature with mass appeal, the public service thus provided by 
he networks would have to be substantially reduced. 

(c) Shifting of advertising revenue to subscription television.—One need not 
be a cynic, whatever be the proponents’ position today, to share the view that 
subscription television, if authorized, would not long forego the opportunity to tap 
a fertile source for additional revenue. Just as the Reader’s Digest recently 
decided to carry advertising, in order to avoid charging the reader a higher 
price, so the pay-television entrepreneurs would contend that the charges which 
they exacted from the public for the world series, championship fights, and foot- 
ball games, could be reduced if advertising were carried on the programs. No 
administrative agency, confronted with such pressures, could long sustain a ban 
on the use of advertising on subscription programs. The public would then be 
paying to see commercials and the advertisers would be paying also. With the 
loss of its sole support, sponsored radio and television, furnished free to the 
public, would soon become a matter of history. 

(d) Gradual usurpation by pay television of time now utilized for free televi- 
sion.—Unless regulated in minute detail by a Government agency, subscription 
television operators would utilize as much time as could profitably be used—as 
much as the traffic would bear. With clearance and other problems, the time 
left for free television would have less and less appeal to the advertising sponsor. 
As commercial advertising dropped off, the broadcaster would in turn be forced 
to rely more and more on subscription television for financial support. The 
hours left on broadcast stations for free television would be few and far between. 
To permit the first inroad on frequencies and facilities devoted to free television 
is to sow the first seed for destruction of the American way of broadcasting. 

(e) The effect on the American public.—Today more than 90 percent of the 
American public is able to watch free television. In many areas they have 
access to a number of program services. The entertainment, educational, sports, 
and public-service programs now available to the American public on free tele- 
vision are unexcelled. No country, with a government-financed or any other 
system, has evolved a superior program service. The privilege of viewing these 
programs, transmitted over publicly owned airways, is not restricted to those 
who can afford the “per program” exactions which the proponents of pay tele- 
vision seek to levy on the natural right to hear and see what goes out over the 
air. Frequencies allocated to broadcast use should serve the general public, 
not merely those who can afford to pay the tolls imposed and determined by 
persons who may not even be accountable to the FCC. Little Johnny or Mary 
should not be precluded from seeing the Mickey Mouse Club, which would 
inevitably gravitate to pay television, because the family budget requires a 
choice between that program and the later evening movie. There are millions 
of families whose weekly budgets for entertainment are limited, and that fact 
cannot be overlooked in determining what decision in this proceeding will best 
serve the public interest. 

For the foregoing reasons, ABC is firmly of the view that pay television and 
free television cannot coexist. The moment the problem of time clearance is 
aggravated, over what it is today, by reason of the loss of existing facilities 
during the hours garbled programs are transmitted, the downward spiral sets 
in. With the inability to clear time during good viewing hours (equally essential 
to pay television), free television loses advertising sponsorship. The resulting 
reduced revenues will affect programing. Pay television with its box office will 
siphon off sporting events of national interest. Better programs and better talent 
will gravitate to the medium with the larger checkbook. Free broadcasting, on 
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airways owned by the public, would deteriorate if not disappear. If the Ameri- 
can way of broadcasting were “just a business,” its replacement by a new and 
better industry could not be criticized. But broadcasting has developed in the 
United States on the concept that the people own the airways, that they have a 
natural right to see whatever goes out over the air, and that this intelligence 
is available free of charge to all the public, and not simply those who have the 
ability to pay—as basic a concept as the American principle of free public 
schools, free libraries, free parks, and free playgrounds. Not even the pro- 
ponents of pay television dare suggest that free television should be discontinued. 
Presented in that garb they know what the answer would be. But pay tele\ision 
superimposed upon frequencies and facilities now devoted to free broadcasting 
will have that precise result. Governmental regulation might postpone but not 
preclude the inevitable relegation of free broadcasting to the limbo of history. 


THERE IS NO ROOM FOR AN ELECTRONIC BOX OFFICE IN THE RADIO SPECTRUM 


Pay television, whatever its merits, cannot be considered a public service in 
the sense that broadcasting is. In essence it is merely a new and complex 
system of program distribution using, for private purposes, a part of the public 
domain which ought to be devoted to the benefit of the people as a whole, not just 
those with financial resources. 

The increasingly severe shortage of space in the radio spectrum was recently 
highlighted by the announcement of the Office of Defense Mobilization that no 
additional VHF channels could be made available to television. Because of 
spectrum shortage, it has become a cardinal principle of allocation that persons 
seeking to use radio frequencies must show first that it is impractical to achieve 
their purpose without the use of radio. The proponents of pay television have 
made no such showing. Whether or not community antenna systems, as they 
now operate, are in the public interest, their success has proved that it is feasible 
to deliver television signals to individual homes by wire. 


WE CANNOT AFFORD TO EXPERIMENT WITH PAY TELEVISION 


Lately the cry has arisen: Let us end the controversy by the trial-and-error 
method; let pay television be authorized and let the public say whether it wants 
it or not. This has a deceptively alluring sound. Trial and error it is asserted 
is in the American tradition. 

At the outset it may be said that our television system, already the finest in 
the world, is, with all its deficiencies, too valuable a national asset to risk its 
destruction by needless experimentation. It is not an incident of our system of 
free enterprise that advocates of all proposals have, as a matter of right, an 
opportunity to try them out. There is no concept in our theory of free enterprise 
which bestows a “right to try” any and all schemes for the exploitation of publie 
property. Congress has declared that the ownership of the spectrum is vested 
in the people and held in trust for them and has directed the FCC to authorize 
only those uses which are consistent with the public interest. Contentions that 
their proposals must be approved or the proponents of pay television will be 
deprived of their right to compete under our system of free enterprise are 
unfounded. 

Moreover there are situations where the trial-and-error method is not appro- 
priate. Once 35 million television receivers (or even a substantial part of them) 
are equipped with pay television turnstiles at $50 or more apiece, pay television 
would be here to stay regardless of the consequences. Someone would have to 
pay for all that equipment, and the only way it could be paid for would be by con- 
tinuing the pay-television authorization. 


CONCLUSIONS 


In conclusion, ABC calls attention once again to the more immediate and more 
important problem facing television, about which this committee has already 
heard so much, the problem of television allocations and unnecessary shortage 
of television outlets. This is a problem clearly within the FCC’s jurisdiction— 
one on which it should have but has not acted. When that problem has been 
solved and free television has been given a full and fair opportunity to show 
what it can do, and if it fails to fulfill the public’s need, then, and only then, will 
it be time to consider abandoning the traditional basis of our broadcast system. 
ABC suggests that the Congress so instruct the FCC. 
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APPENDIX A—MEMORANDUM OF LAW 


In its notice of proposed rulemaking in the instant proceeding the Commission 
invited comments on the following questions of law: 

(a) Whether the Commission has the authority under the Communications 
Act of 1934, as amended, to authorize and regulate subscription television opera- 
tions. 

(b) Whether subscription television constitutes “broadcasting” within the 
meaning of section 3 (0) of the Communications Act of 1934, as amended; and 
if it is not broadcasting, whether subscription television constitutes a common 
carrier or other type of service, and whether the Commission has the authority 
to permit subscription television to employ channels assigned to television broad- 
casting. 


THE COMMISSION LACKS STATUTORY AUTHORITY TO AUTHORIZE SUBSCRIPTION 
TELEVISION OR REGULATE ITS OPERATIONS 


Television broadcasting, as we know it today, and subscription television, as 
proposed by petitioners in this proceeding, were for the most part undeveloped 
arts at the time Congress adopted the Radio Act of 1927 and subsequently in- 
corporated its principal provisions into the Communications Act of 1954. This 
fact alone does not place them beyond the purview of a basic statute designed 
to encourage new and more effective uses of radio, where such uses are “in the 
public interest” (Section 303 [g]). For example, FM, facsimile, and television, 
though not mentioned by name in either statute, are forms of “communication by 
radio” and thus embraced in the broad general language of these basic statutes. 
However, the Commission’s authority over “radio communication” varies 
markedly, depending on the use to which the frequencies are put—whether for 
“broadcasting,” “common carrier,” or other purposes. 

The legal questions posed by the Commission thus cannot be answered in the 
abstract. They must be considered in the light of petitioners’ proposals. Peti- 
tioners ask that stations presently licensed in the television broadcast band be 
permitted, during unspecified portions of the day, to discontinue broadcasting 
in the traditional American fashion (advertising sponsorship with no charge 
to the viewers), and to substitute a schambled signal which becomes usable only 
upon payment of a fee. The adequacy of the Commission’s existing authority 
over “radio communications” in general must be analyzed in the light of the 
problems (so far as they can be presently visualized) which this superimposed 
system presents, bearing in mind that if not adequately reuglated and if it pos- 
sess the economic potential claimed by its proponents, subscription TV could re- 
place free television. 

The Communications Act itself neither expressly bans nor expressly authorizes 
a broadcasting system in which the listener or viewer is charged a fee for the 
program he receives. The act does contemplate the charging of fees for certain 
“common carrier services” employing radio frequencies. With the act largely 
silent on many of the legal problems posed by the instant petitions, resort must 
be had to various aids to statutory construction to answer the legal questions 
posed by the Commission in its notice in this proceeding. 

The intent of Congress, if that intent can be ascertained, is of course con- 
trolling. But neither the courts nor administrative agencies, under the guise 
of statutory construction, have authority to legislate—to cover maters not rea- 
sonably embraced within the statute itself. In ascertaining the intent of Con- 
gress, recourse may be had to legislative history—to ascertain the overall purpose, 
of Congress, the reasons for the statute, the mischief to be prevented or remedied, 
and the meaning of particular provisions. In fact, in construing a statute a 
court or administrative agency “may with propriety recur to the history of the 
times when it was passed” (Great Northern Ry. Co. v. United States, 315 U. 8. 
262, 273 (1942)). We think that history is not without significance here. 

sroadcasting, as we know it today, did not develop until after World War I. 
In 1919 broadcasts were classified as “limited commercial stations,” licensed by 
the Department of Commerce. The growth of broadcasting during 1920 and 
1921, and the resulting interference reached a point of 1922 that Secretary 
Hoover convened the First National Radio Conference in Washington to consider 
technical and social problems created by this new communications medium. In 
his opening address, Secretary Hoover called the Conference’s attention to the 
following problem: 

“One of the problems * * * is who is to support the sending stations. In 
certain countries the government has prohibited the use of receiving instru- 
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ments except upon payment of a fee out of which are supported government 
sending stations. I believe that such a plan would most seriously limit the 
development of the art and its social possibilities. * * * There is in all this 
the necessity to establish public right over the ether roads. * * * There must 
be no national regret that we have parted with a great national asset.” 

At the third Conference, in October 1924, he made these statements: 

“Radio has passed from the field of an adventure to that of a public utility. 
* * * J believe that the quickest way to kill broadcasting would be to use it for 
direct advertising. * * * To what extent it may be employed for what we now 
call indirect advertising I do not know, and only experience with the reaction 
of the listeners can tell. * * * Nor do I believe there is any practical method 
of payment from the listeners.” 

At the fourth Conference, in November 1925, Secretary Hoover was able to 
report: 

“The decision that we should not imitate some of our foreign colleagues with 
governmentally controlled broadcasting supported by a tax upon the listener 
has secured for us a far greater variety of programs and excellence in service 
free of cost to the listener. * * * 

“* * * The desire for publicity is the basic motive and the financial support 
for almost all the broadcasting in the country today. Publicity largely pro- 
vides the cost of broadcasting which might otherwise fall upon the listeners, 
who now pay nothing, as the advertiser does in the case of the newspaper or 
magazine. * * * 

“The ether is a public medium and its use must be for public benefit * * *.” 

It was in this atmosphere and with this background, after rulings that the 
Secretary of Commerce lacked authority to regulate radio broadcasting“*under 
the 1912 act (Hoover v. Intercity Radio Co., 286 Fed. 1003 (App. D. C. 1923) ; 
United States v. Zenith Radio Corporation, 12 F. 2d 614 (CCA 7, 1926); 35 
Op. A. G. 1926), that Congress undertook the task of enacting more effective 
legislation, which culminated in the Radio Act of 1927. 

Paul Klugh, speaking for the National Association of Broadcasters in hear- 
ings on H. R. 7357 (68th Cong.) when asked whether his association was 
“committed to the policy that the public ought to be charged for the broad- 
casting service that goes into every home in the land,” stated: “No, sir: I 
refer to making a charge for the use of the station broadcasting plant. * * * 
We see no method of getting support to continue broadcasting excepting through 
the type of advertising which will be listened to by the public, and advertising 
will pay * * * it is the only source * * * at the present time that money can 
actually be collected from to continue this broadcasting.” 

David Sarnoff, then vice president of RCA, stated at the hearings on H. R. 
(357 : 

“In foreign countries the tendency has been toward licensing and taxing the 
owners of radio receiving sets. I am now, and have been from the beginning, 
opposed to any flareback in this country against the freedom of radio. I believe, 
frankly, in the freedom of broadcasting, and also in free speech from the 
broadcast studios. 

“While I recognize that there may be perfectly honest differences of opinion on 
these two propositions: first, that anyone who owns a radio receiving set should 
be entitled to anything that comes through the air * * * 

“It has been said by a great many people and a great many corporations, some 
very large and able, that broadcasting depends upon a solution of the problem 
whereby the consumer will pay for the entertainment which he receives. In 
other words, it has be said that unless some method is provided whereby a means 
is created for collecting revenues from the user of a broadcast receiver, that 
the whole industry is founded on sand, and that it is bound to collapse in time, 
because there will be no means of supporting it. 

“I want to go on record very definitely today * * * in saying to you that it is 
my firm conviction that that sort of solution to the problem is not necessary, that 
broadcasting can be made commercially practicable without any means being 
found for collecting from the consumer, that the greatest advantage of radio lies 
in its universality, in its ability to reach everybody, everywhere, anywhere, in 
giving free entertainment, culture, instruction, and all the items which constitute 
a program, in doing what no other agency has yet been able to do, and it is up to 
us in radio art and industry, with intelligence and technique and broadness of 
spirit and vision as to the future, to preserve that most delightful element in 
the whole situation—freedom of radio. 

“Just as soon as we destroy that freedom and universality of radio and confine 
it to only those who pay it—those who pay for the service, in other words—just 
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as soon as we make of broadcasting ‘narrowcasting’ we destroy the fundamental] 
of the whole situation. And, therefore, I believe very definitely that broadcasting 
as constituted today is commercially sound, and that it will remain so in the 
future, although there may be selective methods and narrowcast methods which 
will do no harm. 

“T cannot help feeling that not only should the public be left free from the 
payment of any license fee to the Government or others for the privilege of 
listening on a broadcast receiver, but that it should also be free from fees or tolls 
of any kind in the field of broadcasting through space. Furthermore, I believe 
the expressions of educators and statesmen should reach them uncensored 
and uncontrolled. The air belongs to the people. It should be regulated by the 
will of a majority of the people. Its main highways should be maintained for 
the main travel. To collect a tax from the radio audience would be a reversion 
to the days of toll roads and bridges, to the days when schools were not public 
or free, and when public libraries were unknown. 

“ * * * T believe that the radio audience alone should be the final judge of 
interest in every radio program * * * 

“T believe in freedom of that service without any charge to the consumer. In 
saying that, I do not mean that the consumer is not really paying for what he 
is getting, because he is paying partly in the purchase price of the apparatus. 
A part of the purchase price of the apparatus goes toward paying the cost of 
broadcasting. 

“* * * We have no program in contemplation, no technical means I am fa- 
miliar with, whereby the listener or purchaser of a broadcast receiver might 
be made to pay; and I have gone on record very definitely against that policy” 
(hearings on H. R. 7357, 68 Cong., Ist sess.). 

During the hearings on S. 1754, 69th Congress (1926), Stephen B. Davis 
testified, in response to a question from the author of the bill (Senator Dill), 
as follows: 

“T think the United States is perhaps the only important country where there 
is no direct contribution to broadcasting. In England, for instance, the broad- 
easting is financed through a tax on receiver sets. Every person who desires 
to operate a receiving set in Great Britain must pay an annual listener’s tax 
of a certain amount. That money is then taken and a certain proportion of it, 
I think the bulk of it, perhaps all of it, goes to what is called the British Broad- 
easting Co., I think it is, which controls the station in Great Britain, and is 
used for the operation of those stations and for the obtaining of programs and 
matters of that sort. 

“The same system exists in Germany and, I believe, in most other countries. 
In other words, as I said from the start, aside from the United States and 
Canada, broadcasting as a rule is supported by a direct tax on receiving sets; 
that is, a direct tax on the listener.” 

The Senate version of the bill which became the Radio Act of 1927 (H. R. 
9971) contained the following provision : 

“Section k. Regulate and control any and all methods of transmitting energy, 
communications, or signals by radio where a charge is made to the listeners by 
the use of any apparatus, device, or connection by wire, and prohibit all unjust 
and unreasonable charges to listeners.” 

Fearing that this provision would be construed as authorizing the broad- 
easter to charge the listener a fee (see 68 Congressional Record 2880-2881), 
Representative Bloom, of New York, introduced the following bill (H. R. 16867) : 

“Be it enacted * * *, That after the passage of this act no broadcasting station 
shall be used to broadcast any matter (a) that can be heard only by a receiving 
set equipped with a special device or attachment without which such matter 
cannot otherwise be heard; (b) for which a charge, fee subscription or penalty 
is made by such station to the public for the privilege of receiving such matter. 
Nor shall any broadcasting station either directly or indirectly charge or exact 
any fee or subscription from the operator of any receiving set for the right to 
receive matters broadcast from such stations.” 

Throughout the debates on the Radio Act, repeated references were made 
to the fact that radio was free in the United States—no license fee or charge 
to the listener (67 Congressional Record 5490-5491, 12335). Senator Walsh 
(of Massachusetts) and Senator Copeland queried Senator Dill at length 
whether a charge on receivers should not be prohibited (68 Congressional Record 
2880-2881, 4149). Senator Dill opposed an absolute ban on listeners being 
charged a fee (68 Congressional Record 2880-2881). However, for economic 
reasons, he did not “think there is any probability of that being done” (ibid.). 
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The joint conference which considered the House and Senate versions of H. R. 
9971 deleted section k, the section which would have authorized the Commission 
to regulate any charges imposed on listeners. With this deletion no further 
action was taken on Representative Bloom’s separate bill banning the exaction 
of any charges from listeners, Representative White, of Maine, author of the 
House bill, having given assurance that the “legislation gives no such authority 
as he (Congressman Bloom) fears” (68 Congressional Record 2580). 

Following the adoption of the Radio Act of 1927, bills were introduced in suc- 
ceeding Congresses to consolidate all communications by radio in one agency. 
In the hearings on S. 6 (7ist Cong.), Chairman Robinson, of the Radio Commis- 
sion, testified as follows on whether or not broadcasting stations should be made 
“common carriers” or “public utilities” : 

“* * * Tt is fortunate in this country that people get this service free; it is a 
wonderful thing along some lines and very depreciating along some others, and 
sometimes I think the offset makes it about equal, the good with the bad. But 
the license is not issued for the receiving set * * * I am entitled, for instance, 
to hear what the chairman says here, not because he speaks by the aid of a 
transmitter, but within my hearing; and it is the same natural right of a man 
to hear what goes over the air.” 

In a message to the NAB in 1931, President Hoover, while S. 6 was under 
consideration by Congress, stated: 

“As Secretary of Commerce I had the pleasure of wide acquaintance with the 
purposes of your association in the annual national radio conferences which were 
called at that time for the development of the national policies in relation to 
radio. 

“The decisions reached at that early date have been of unending importance. 
The determination that radio channels were public property and should be con- 
trolled by the Government; the determination that we should not have govern- 
mental broadcasting supported by a tax upon the listener, but that we should 
give license to use of these channels under private enterprise where there would 
be no restraint upon programs, has secured for us far greater variety of programs 
and excellence of service without cost to the listener. This decision has avoided 
the pitfalls of political and social conflicts in the use of speech over the radio 
which would have been involved in Government broadcasting. It has preserved 
free speech to the country. 

“These principles are now strongly imbedded in our law and in our entire 
public system” (Broadcasting Telecasting, May 23, 1955, p. 40). 

In due course, with additional definitions and other changes, the basic pro- 
visions of the Radio Act of 1927 were incorporated in title III of the Communi- 
cations Act of 1934. The act centralized in one Commission common-carrier 
jurisdiction over telephone and’ telegraph (whether by wire or radio), and non- 
common-carrier jurisdiction over broadcasting. 

From the foregoing background facts the following conclusions emerge: By 
1927, and even more convincingly, by 1934, broadcasting in the United States 
had taken on a definite pattern—with costs borne by the sponsor and with no 
charges levied on the public. That pattern, now denominated the American 
system of broadcasting, was fully known to Congress when it enacted the basie 
1927 and 1934 statutes. It is clear that Congress was not enacting legislation 
designed to substitute a governmentally controlled broadcast system supported 
by a tax upon the listener for the one then prevailing—financed by the sponsor. 
Likewise, just as Churchill did not take office to preside over the dismemberment 
of the British Empire, neither did Congress establish the Radio Commission or 
the present Commission for the purpose of eliminating a pattern of broadcasting 
which (by 1925) had secured for the American people “a far greater variety of 
programs and excellence in service free of cost to the listeners” than had the tax 
supported and government controlled systems of Great Britain and other foreign 
countries, While Congress conferred on the Commission broad authority to 
“study new uses for radio, provide for experimental uses of frequencies, and 
generally encourage the larger and more effective use of radio in the public 
interest” (sec. 303 [g]), this language cannot be construed as empowering the 
Commission to change the basic concepts of the American broadcasting system. 
If the Commission has authority to take away from the American public 2 
hours between 6 and 11 p. m. for the showing of a first-run movie on pay TV 
(40 percent of these choice hours), it has the power to substitute pay TV for 
free TV during all hours of the broadcast day. This would mean that the 
Commission, under the guise of rulemaking, could wipe out the American sys- 
tem of broadcasting as we know it today, and as it was known to Congress in 
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1927 and 1984, and substitute a new system supported by direct charges levied 
on the American public. Congress did not confer, and had no intention of con- 
ferring, any such authority on the administrative agency which it thus estab 
lished. 

A number of legislators, taking their cues from other institutions indigenous 
to the American soil (e. g., free public schools and free libraries, free roads and 
free bridges), desired an express prohibition against the exaction of any fees 
or tolls from the listening (or viewing) public. They were assured by the 
sponsors of the 1927 act that such a prohibition was unnecessary: first, because 
it would not make economic sense for the broadcaster to limit the size of his 
audience by special gadgets and, secondly, because no technically feasible method 
of exacting and collecting a fee had been devised. A provision which would 
have authorized the Commission to regulate fees for radio service was deleted 
without official explanation. With no express authorization, and mindful of this 
deletion, the Commission should refer the matter to Congress for an expression 
of lecvislative policy and any necessary statutory clarification. 

Administrative agencies have been criticized in the past for attempting to 
expand their basic statutes rather than seeking more specific legislation from 
Congress. When construing a dead man’s will it is not possible to query the 
decedent as to his intent; the courts in such situations determine as best they 
ean his intent. But with Congress in session almost continuously, doubts 
regarding an agency’s authority can best be resolved, in line with traditions of 
a democracy, by requesting legislative clarification. It cannot be gainsaid that 
petitioners present proposal to superimpose subscription television on broadcast 
frequencies was not passed upon by Congress when it adopted the 1927 and 
1934 basic statutes. Nor can it be denied that there was substantial opposition 
in Concress in 1927 to the levying of charges against the public when exer- 
cising their “natural right to hear what goes over the air’’—-on frequencies which 
the people themselves own. 

Advocates of an express prohibition were assured that the question was aca- 
demic. Now that the matter is apparently no longer academic, Congress should 
be afforded an opportunity of stating its views before irrevocable changes are 
made in the system which the Commission was established to foster and develop. 
The policy problems should be referred to the direct representatives of the peo- 
ple for resolution by appropriate legislation. This is true whether petitioners’ 
system or systems of pay TV be deemed “broadcasting,” “common carrier,” or 
“other type” of operation—or a combination of all three. 


SUBSCRIPTION TELEVISION IS A HYBRID NOT ENVISAGED BY CONGRESS 


An attempt to label subscription television as “broadcasting,” “common car- 
rier,” or “other service,” in view of the vague and uncertain “pattern” of oper- 
ation contemplated by its proponents, is a difficult one. “Broadcasting” was not 
defined in the 1927 act. In the hearings on S. 6 (71st Cong.), a forerunner of the 
1934 act, Commissioner Eastman (in response to formal questions submitted by 
the Senate committee regarding the power of the Interstate Commerce Commis- 
sion to regulate “rates of broadcasting stations”), replied as follows: 

“* * * my understanding of the words ‘broadcasting stations’ as they are used 
in this question is that they refer to radio stations which transmit spoken words 
or music by wireless electric impulses to all within effective range of those im- 
pulses who possess and use suitable receiving apparatus, and which do not trans- 
mit messages from a definite sender to a definite receiver * * *. The question 
being so understood, I am of the opinion that there is now no power in the Inter- 
state Commerce Commission to regulate rates of broadcasting stations or the 
so-called chains, for the reason that such station or chains are not engaged in 
the transmission of intelligence by wire or wireless as common carrier for hire.” 

Two rrovisions ultimately included in the 1934 act are highly significant in 
view of the opinion thus expressed by Commissioner Eastman. “Broadcasting” 
was defined in the 1934 act as “the dissemination of radio communications in- 
tended to be received by the public, directly or by the intermediary of relay 
systems” (sec. 3 (0)). The act further states that “a person engaged in radio 
broadcasting shall not, insofar as such person is so engaged, be deemed a con- 
mon carrier” (sec. 3 (h)). A “broadcasting service” is defined in the Commis- 
sion’s rules (sec. 2.1) as “a radio-communication service of transmissions to be 
received directly by the general public.” 

Is it intended by petitioners that their proposed programs “be received by the 
general public” or is it intended that they be received only by those members of 
the public who are willing to pay a special fee for the program in question? 
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Clearly the latter is their intent. While broadcasting, under the traditional 
American system, requires the public to have a receiver, in order to hear or 
view the transmissions, the broadcaster intends his programs to be available 
to the general public—by anyone possessing a receiver. ‘The proponents of pay 
TV would impose a further condition—not only that the person have equip- 
ment to translate the garbled signal into an intelligible communication, but that 
he pay a fee for each program he elects to view. Considering the system of 
proadcasting with which Congress was familiar in 1934, the type of program 
transmission proposed by petitioners does not meet the statutory definition. 

That subscription programs designed only for those who pay, and not for each 
and every person otherwise willing to watch them, is not broadcasting is further 
borne out by early Commission decisions. 

In Scroggin & Co. Bank (1 F. C. C. 194, 196 (1935) ), the Commission noted that 
“broadcasting is by definition and essential characteristics a service for the 
general public. The use of a broadcast station for the point-to-point delivery 
of messages is inconsistent with the terms of the station license and the regu- 
lations under which licenses are issued.” Likewise, in Standard Cahill Co., Ine, 
(1 F. C. C. 227, 230 (1935) ), it was held that a series of programs sponsored by 
a horseracing publication and of special interest to its patrons “was point-to- 
point communication rather than broadcasting” since it would have “little gen- 
eral appeal for the listening public other than those who subscribed to the 
publication in question.” See also Adelaide Lillian Carrell (7 F. C. C. 219, 222 
(1939)). The transmission of television programs to persons who subscribe 
for such service (pay television) could well be construed as “the point-to-point 
delivery” of messages, differing only in degree from omnidirectional transmis- 
sion of information by radio for cabs, police officials, mobile telephone users, etc. 
Scrambled signals, such as petitioners propose to transmit would have no appeal 
to the public “other than those who subscribed” to the decoding device (punch- 
cards, etc.). 

In Bremer Broadcasting Company (2 F. C. C. 79, 83 (1935) ), the Commission 
held that the use of “a code system in broadcasting horserace results,” resulting 
in the intelligible reception thereof “to a particular group which had subscribed 
to a so-called scratch sheet containing interpretations of the code” was a viola- 
tion of the station’s license “which authorized dissemination to the general 
public and not particular individuals or classes thereof.” The contemporaneous 
construction thus placed on a statute, by the agency charged with its adminis- 
tration, at a time when its provisions were untried and new, is especially per- 
suasive (Brewster v. Gage, 280 U. S. 327, 336 (1930) ). 

Early contemporaneous precedents are more persuasive, in interpreting the 
language of a statute, than those of later vintage. Thus, broad statements 
uttered by the Commission in 1941 in Muzak Corporation (8 F. C. C. 581) 
are less significant than the more restricted interpretation adopted in the Bremer 
ease almost contemporaneously with the enactment of the 1934 statute. In the 
Muzak case the Commission stated (pp. 581—582) : 

“The proposal advanced in this application is unique in the annals of radio 
broadcasting in this country. The applicant proposes to experiment with what 
may be termed a subscriber service, for the purpose of determining whether the 
public, or a sufficiently large proportion of the public to make the service feasible, 
would finance the broadcasting of programs by direct payment therefor. This 
is to be accomplished through the presentation of a diversified high-quality pro- 
gram service which will be available to the public generally upon subscription 
and payment therefor. The applicant will broadcast no commercially sponsored 
programs, and no advertising continuity whatever will be used. Special receiv- 
ing equipment will be leased by the applicant to those who subscribe for its 
service. Reception by persons other than subscribers will be presented by means 
of the transmission of a discordant sound (referred to sometimes as a pig-squeal 
signal) which can be eliminated only by the use of such special receiving equip- 
ment. 

“Inasmuch as the applicant’s proposal is a marked departure from the usually 
accepted method of providing broadcast service in this country, a brief reference 
may be made to the definition and history of broadcast service. A broadcast 
station is defined, both by treaty and statute, as one licensed for the trans- 
mission by radiotelephone emissions primarily intended to be received by the 
general public. The first such stations licensed in this country were sought 
and obtained by individuals or organizations engaged in manufacturing or 
similar enterprises who desired either to advertise their own products or to 
promote good will in their own behalf. Licensees, in order to meet the in- 





1392 TELEVISION INQUIRY 


creasing cost of providing broadcast programs, gradually entered into the prac- 
tice of transmitting, for a fee, advertising matter for other persons. As the ef 
fectiveness of radio as an advertising medium developed, broadcasting became 
a business in its own right. Thus arose the practice in this country 01 public 
support of broadcast service, not through any direct charge, but through the 
purchase of articles and services advertised by radio. This is not true in all 
countries of the world. 

“The service which this applicant proposed will be available to the genera! 
public; any member of the public, without discrimination, may lease the equip- 
ment to receive the service. The distinguishing feature will be that those 
ceiving the programs will pay directly rather than indirectly therefor. Opera- 
tion of a station in this manner is within the definition of broadcasting.” 

As the Commission officially pointed out to Congress in 1951 (98 Congres 
sional Record 9030-9032), the above-quoted language must be read in the light 
of the facts there presented : 

“* * * Tt is important to note, however, that in that case the decision pointed 
out that the frequency assigned, 117.35 megacycles, was in a part of the spectrum 
devoted to other than broadcast services and the Commission stated thai 
‘* * * if it should develop that a service of this nature is practicable, frequencies 
therefor would probably have to be allocated from other portions of the radio 
spectrum.’ Accordingly, the grant was conditioned expressly that it ‘is not 
to be construed as a finding by the Commission that the operation of the proposed 
station upon the frequency authorized is or will be in the public interest beyond 
the express terms of the grant,’ and that it was on an experimental basis only 
and subject to change or cancellation without advance notice or hearing.” 

Aware of the conflict between the Bremer and Muzak cases, the Commission 
in this same communication advised Congress as follows: “The question whether 
a subscription service is ‘broadcasting’ as that term is presently defined in 
the Communications Act has not been finally determined.” (Compare similar 
statement in Commission comments on the Henshaw bill (F. C. C. 54-601).) 
And in enacting the 1952 amendments to the Communications Act, to which the 
foregoing communication appertained, Congress made it clear that it was leay- 
ing the “law just exactly as it is” (98 Congressional Record 9051). 

Any changes in the definition of “broadcasting,” being a controversial matter, 
vas to await subsequent congressional action. Certainly the dicta in the Muzak 
ease, authorizing as it did experimentation on nonbroadcast frequencies, is not 
a holding that the superimposing of a fee system on stations, frequencies, and 
equipment presently devoted to free television, comes within the statutory defini- 
tion of “broadeasting.” The Muzak case must likewise be read in the light of 
the Commission’s recent FM decision where it seems to revert more closely to 
its concept of “broadcasting” as enunciated in the Bremer case (docket No. 
10832). There the Commission had before it a “simplex system’ whereby all 
the intelligence broadcast by an FM station was receivable on an ordinary FM 
set, but special receivers could be purchased which would eliminate or accentuate 
portions thereof, depending on the desires of the subscriber. The Commission 
concluded that such operations were not “broadcasting” as defined by section 
3 (0) of the Communications Act. In authorizing a “nonbroadcast” service on 
the FM broadcast band, limited to 1 year by “simplexing,’”’ the Commission was 
careful to add the following caveat: 

“The rules here finalized do not contemplate subscription broadcast operations 
to the extent that such operations involve the transmission of entirely scrambled 
or coded programs which can only become intelligible through utilization of 
special unscrambling or decoding devices at the receiver. The nature and ad- 
visability of such operation as contrasted with operations in which a minor 
portion of the program is specially ‘beeped’ in or out—is expressly reserved for 
further consideration in connection with the pending proceeding to authorize 
such subscription program services.” 

If the addition of a “beep” at the transmitter, which in no way affects the 
normal receiver and in no way precludes the general public from enjoying the 
programs transmitted, is sufficient to render such operations “nonbroadcasting” 
in character, it would seem to follow that a garbled signal, unintelligible on 
the normal receiver and utilizable only by a person subscribing to a decoding 
device, is likewise not “broadcasting.” 

In short, subscription television is not “broadcasting” as Congress understood 
that term at the time it adopted section 3 (0) of the Communications Act of 
1934. Although the service is available for a price to the public, it is not in- 
tended that the public shall receive such service unless and until they pay 4 
specified toll or fee. 
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If subscription television is not “broadcasting,” is it a “common carrier” 
service? If it were “broadcasting,” it would, of course, not be a “common ¢ar- 
rier” (sec. 3 (h)). The converse, however, is not necessarily true. A “common 
earrier” is defined in the Communications Act of 1934 as a “person engaged as 
a common carrier for hire, in interstate or foreign communication by wire or 
radio.” The proponents are by no means certain of the precise pattern which 
subscription television, if sanctioned by the Commission, may take. Zenith 
contemplates a “transmission service” (existing TV broadcasters), a “reception 
service” (the installation and maintenance of decoding attachments to home 
receivers), an “administrative service” (an organization to supply puncheards 
and decoding data and to collect the tolls which are imposed upon the viewer), 
and a “program service” (an “entrepreneur” who will arrange for program 
material—prizefights, movies, et cetera). The proponents at this point are 
uncertain whether these 4 services would all be performed by 1 person (e. g., the 
broadcaster) or by 4 separate organizations, or by varying combinations thereof. 

If all four of these functions were handled by the television station, it is 
certainly arguable that the transmission of subscription programs, the exacting 
of a fee for the intelligence thus submitted, and the making of such service 
available to anyone willing to pay the price would have “common carrier” 
aspects. While the proponents intend that the program service shall be avail- 
able to all persons who are willing to pay the fees imposed, they are not 


iy sug- 


gesting that the broadcaster must accept all “subscription programs” tendered 
to him by various entrepreneurs. Therefore, if the “program service” is supplied 
by a separate entity, the television licensee would not be a traditional “common 
carrier” since he would not (presumably) be required to transmit all pragrams 
which are tendered. However, at the receiving end it would be contemplated that 
“all takers” would be entitled to the service—for a price. Just as a gas or 
electric utility is required to serve all its patrons, so the “scrambled picture” 
and decoding devices would presumably be made available to all persons ex- 
pressing a desire for the service. In short, the system envisioned by the 
proponents of subscription television has “broadcasting” and “common carrier” 
aspects. It is a hybrid not envisaged by Congress when it enacted the 1934 
statute. It defies classification—as either “broadcasting” or “common carrier 
unless existing statutes are modified and special legislation enacted. 


» 


AMERICAN BROADCASTING Co. 
A Division of American Broadcasting-Paramount Theaters, Inc. 
3y GERALDINE B. ZorBAUGH, 
; New York, N. Y. 
JAMES A. MCKENNA, Jr., 
VERNON L. WILKINSON, 
Davi S. STEVENS, 
Washington, D. C., 
Its Attorneys. 


APPENDIX B—FURTHER MEMORANDUM OF LAW 


In its notice of proposed rulemaking the Commission invited comments on the 
following questions of law: (a) whether the Commission has the authority under 
the Communications Act of 1984, as amended, to authorize and regulate subscrip- 
tion television operations; (0b) whether subscription television constitutes 
“broadcasting” within the meaning of section 3 (0) of the Communications 
Act of 1934, as amended, and if it is not “broadcasting”, whether subscrip- 
tion television constitutes a common carrier or other type of service, and 
whether the Commission has the authority to permit subscription television 
to employ channels assigned to television broadcasting. Most of the princi- 
pal comments in this proceeding, those submitted by NARTB, ABC, CBS, 
the Joint Committee on Toll Television, Zenith, Skiatron and Telemeter, contain 
briefs or memorandums of law addressed to the foregoing questions. Without 
exception the opponents of pay television conclude that the Commission has no 
authority to authorize subscription television and that it is not broadcasting. 
The proponents of pay television, likewise without exception, conclude the 
opposite. 

With respect to the Commission’s authority to authorize and regulate sub- 
scription television, both sides have relied upon legislative history of the Com- 
munications Act and of the Radio Act of 1927. Since neither the committee 
reports nor the debates concerning the 1934 act contain any discussion whatever 
of the possibility of a subscription radio or television service, the proponents of 
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pay television assume that the legislative history of the 1934 act may be dis 
regarded and devote virtually their entire attention to the 1927 act. Since muc! 
of the 1934 act was by reenactment of provisions already appearing in the 1927 
act, they assume that the 1934 act can be interpreted on the basis of statements 
made in the debates on the 1927 act. This, however, ignores significant differ- 
ences between the 1934 and 1927 acts. The 1927 act contained no definition of 
broadcasting, whereas the 1934 act includes such a definition. The 1927 act gave 
the Commission no authority to regulate rates, whereas the 1934 act gives the 
Commission authority to regulate the rates of communications common carriers 
including radio carriers. 

The proponents of pay television base almost their entire argument on state- 
ments made during the debates on the 1927 act, which indicate that some Con- 
gressmen and Senators viewed the act as permitting the Commission to authorize 
a radio service which would involve direct charges to listeners. As has been 
noted, the 1927 act contained no definition of broadcasting and for this and other 
reasons it is not clear what sort of service was envisaged by those speakers who 
conceded the possibility of a radio service which would make direct charges to 
its listeners. Moreover, it certainly cannot be said that there was any agreement 
as to whether the act would permit charges to listeners. Senator Dill, whe 
questioned as to whether such charges were permissible, made it clear that he 
thought the question essentially academic. 

The 1927 debates must be viewed in the light of the state of the radio art and 
the development of the broadcast industry as of that time. The radio broadcast 
service was then, as it is now, a free service to the listeners. No concrete pro- 
posal for a subscription service such as is now before the Commission had been 
put forward, and, in fact, the technical feasibility of such a service could then 
only be guessed at. The only type of broadcast service then known which in 
any way resembled a subscription service was that employed in England and 
elsewhere, which involved a Government tax rather than a listening fee. Con- 
gress made plain that it did not favor that type of service. Thus, the discussion 
of radio services which might possibly impose charges on their listeners was 
essentially academic and no firm conclusions can be based thereon. 

Unlike the uncertainty concerning Congress’ view of a hypothetical subscription 
radio service in 1927, its intent in other areas was made clear. First, Congress 
emphasized that the radio spectrum was a part of the public domain and that it 
should so remain. It set forth in section 301 of the act that its purpose was “to 
maintain the control of the United States over all the channels of interstate 
and foreign radio transmission; and tq provide for the use of such channels, but 
not the ownership thereof, by persons for limited periods of time, under licenses 
granted by Federal authority, and no such license shall be construed to create 
any right, beyond the terms, conditions, and periods of the license.” 

It was also clear that Congress considered that all radio rates would be subject 
to Government regulation, under authority previously granted to the Interstate 
Commerce Commission. The Senate draft of the Radio Act contained a pro- 
vision: “Section k. Regulate and control any and all methods of transmitting 
energy, communications, or signals by radio where a charge is made to the 
listeners by the use of any apapratus, device, or connection by wire, and prohibit 
all unjust and unreasonable charges to listeners.” This provision was deleted in 
conference without explanation. Senator Dill made clear, however, that its 
deletion was insisted upon by the House, which desired that authority to regulate 
radio rates remain “lodged in the Interstate Commerce Commission.” 

At the time of the passage of the Communications Act of 1934, the pattern of 
the American broadcast industry, in which there are no direct charges to listeners 
and commercial broadcast stations are supported exclusively by advertising, had 
become established. No one at that time was giving any thought to a subcription 
service and the Congress had no occasion to consider or discuss such a service. 
Two actions taken by Congress at that time, however, clearly indicate that it 
was proceeding upon the assumption that the broadcast service would remain a 
free service to the public. In the 1934 act the Federal Communications Com- 
mission, unlike the Federal Radio Commission, was granted authority to regulate 
radio rates of common carriers. The act also contained a definition of broadcast- 
ing and a definition of common carrier which specifically excluded broadcast 
operations and thus exempted broadcasting from the Commission’s rate juris- 
diction. 

There is general agreement that subscription television does not fall within 
the statutory definition of a common carrier communications service. That being 
the case, the Commission would have no jurisdiction over the rates charged in 
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connection with a subseription service. Two types of radio service are now 
known in which the public is the consumer. One is broadcasting, which is not 
subject to rate regulation, and the other, common carrier, which is subject. 
There can be little doubt but that Congress’ willingness to exclude broadcasting 
from rate regulation was based upon an assumption fully justified by the nature 
of the broadcast industry in 1934 that all broadcast transmissions would be 
available for public reception without charge. It seems inconceivable that Con- 
gress could have intended to authorize the use of a portion of the public’s property 
for the direct benefit of the public without giving the public some protection 
against rate gouging. Certainly no such intent can be inferred from debates on 
an earlier act which did not purport to disturb existing law with respect to rate 
regulation. 

We come now to the second question of whether subscription television would 
be a broadcast service, a common carrier service, or an “other type of service.” 
The Communications Act defines broadcasting as “the dissemination of radio 
communications intended to be received by the public, directly or by the inter- 
mediary of relay stations.” The key question is whether the words “intended to 
be received by the public” mean intended to be received by the public without 
direct charge therefor. There is strong indication that this was the con- 
gressional intent. At the time the definition was adopted no system of broad- 
casting other than free broadcasting was in existence or proposed to be estab- 
lished. 

l’resumably, Congress used the word “broadcasting” in its commonly ac- 
cepted meaning and that meaning in the United States at that time included 
the concept of free reception. Surely Congress cannot be presumed to have 
excluded from the meaning of “broadcasting” one of the most significarft ele- 
ments of the American broadcasting industry as it then existed and still exists, 
Moreover, as has been noted, Congress excluded broadcasting from the rate 
regulating authority of the Commission. Surely if Congress had understood its 
detinition of broadcasting to include a system making a direct charge upon the 
listener, the failure to provide for rate regulation and, even more, the exclusion 
of broadcasting from rate regulation, would at the least have occasioned some 
congressional comment. 

The proponents of pay television argue that if the intent is that the public 
shall receive the broadcast, although it must pay a fee therefor, the definition 
is satisfied. Aside from the considerations set forth above, this leaves only in- 
significant content in the definition of broadeasting. All parties agree that 
the actual size or generality of the intended audience is not the test. A pro- 
gram designed to interest a very limited audience is still a broadcast, because it 
has no specific addressee or addressees and because the public generally is 
free to listen to it if it so desires. A subscription television service would meet 
neither requirement. It would be addressed to specific persons, albeit presumably 
a large group, those who have subscribed to the service, and the members of the 
public would be “free” to listen only if they take steps to become one of the 
multiple addressees. 

The proponents of pay television would analogize the distinction between a 
broadcast and a nonbroadcast service to that between a private and a public 
performance. The analogy is faulty because of significant differences between 
dramatic or other performances and radio transmissions. The producer of any 
performance retains physical control by which he can limit attendance to an 
invited group (a private performance) or to those who pay admissions (a 
public performance in the sense that within limitation and under certain condi- 
tions, the public may attend). A radio transmission, however, like a speech made 
on a street corner, is necessarily public in that there is no way in which the 
transmitter operator or the speaker can designate the persons who will be able 
to hear the speech or receive the radio signals. Having abandoned any physical 
control of this transmission, the radio sender can rely only upon legal sanc- 
tions to prevent unauthorized listening or use. True, he can encode as the street- 
corner speaker can elect to orate in a foreign language, but in the absence 
of section 605 of the Communications Act, the publie would be free to break the 
code if it could do so. Turning to section 605 of the act, we find that “any radio 
communication broadcast or transmitted by amateurs or others for the use of the 
general publie” is specifically exempted from any protection against unauthorized 
use. This is clear indication that Congress intended that there be no let or 
hindrance upon the reception of broadcast transmissions. Subscription tele- 
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vision, therefore, cannot consistently with the Cozumunications Act be clagsj- 
fied as a broudcast service. 

With respect to whether subscription television could properly be classified 
as a commwn-carrier service, we find for the first time that the proponents and 
opponents uf pay television are in agreement, that it could not. Very appar- 
eutly, pay television’s anxiety that it not be classitied as a common Carrier stems 
from its desire to avoid any possibility of rate regulation, but whatever the 
reason the agreement is there, and the question has been adequately covered in 
the comments originally filed. Assuming that subscription television could not 
be called a brvadcast service and could not be called a common-carrier service, 
can it properly be classified as an other type of service? Obviously, if the term 
“other type of service” is defined solely by exclusion, as encompassing all 
services not broadcast or columon carrier, subscription television would fall 
within this classification. This is far too simple a view, however, for it assumes 
that the Congress gave the Commission carte blanche to authorize any con- 
ceivable type of service. 

The Communications Act defines the broadcasting, common carrier, and 
amateur radio services and also contains specific provisions relating to ship 
radio. No other type of service is defined in the act. The Commission has, 
under its mundate in section 303 (g) to “study new uses for radio * * * and 
generally encourage the larger and more effective use of radio in the public 
interest,” established many different types of nonbroadcast and non-common- 
carrier services, all of which fall under the jurisdiction of the Commission's 
Safety and Special Services Bureau. 

All these services have one thing in common, which clearly distinguishes them 
from both broadcasting and common carrier. They are all private communica- 
tions systems with which the public is not directly concerned. Broadcasting 
and couwmon carrier, on the other hand, are public services—common carrier 
because it offers its facilities to the public for hire and broadcasting because its 
transmissions are intended for public reception. Clearly, subscription television 
is also a public service which cannot be classified with other nonbroadcast and 
non-common-carrier services. But for reasons set forth above, it also cannot 
be classified as either broadcasting or a common-carrier service. It must there- 
fore be considered a hybrid, partaking of both broadcast and common-carrier 
aspects, which does not fall into the regulatory framework of the Communica- 
tions Act. This fact confirms the conclusions heretofore reached that Congress 
did not intend that the Commission should authorize a subscription radio or 
television service. 

In summary, we find there is grave doubt that Congress has authorized the 
Commission to establish a pay-television service and would not be a common- 
earrier service, nor a broadcast service and yet would be more like both than 
like other types of services thus far established. 

Whatever uncertainty there may be in these conclusions,; stemming from 
rather misty congressional comment more than 20 years old, it seems clear that 
the question of the Commission’s authority and of the proper classification and 
regulation is so clouded with doubt that the Commission should, as a matter of 
policy, consult Congress before proceeding. 

Administrative agencies, insofar as they have legislative functions, are crea- 
tures of Congress, acting only within the sphere of authority delegated to them 
by Congress. Their function in rulemaking is to carry out the will of Congress. 

Here the very least that can be said is that Congress’ will is not clear. The so- 
lution is simplicity itself—the Commission should request Congress to make its 
will more explicit. In FCC v. Pottsville Broadcasting Company (309 U. S. 134 
(1940) ), Mr. Justice Frankfurter stated. 

“* * * The present case makes timely the reminder that ‘legislatures are 
ultimate guardians of the liberties and welfare of the people in quite as great 
a degree as the courts.’ * * * Congress which creates and sustains these agencies 
must be trusted to correct whatever defects experience may reveal” (309 U. 8. 
at 146). 

This admonition was even more forcibly stated by Judge Prettyman of the 
United States Court of Appeals for the District of Columbia Circuit in a case in- 
volving an attempt by the Federal Power Commission to extend its powers beyond 
the limits that it reasonably could be inferred Congress intended them to be 
exercised. In Border Pipe Line Co. v. FPC (84 U. S. App. D. C. 142, 171 F. 2d 
149 (1948) ), Judge Prettyman held that agencies should not rely on strained and 
complex assumptions and deductions to obtain desired authority, but, if they 
think that the real intent and purpose of a statute is broader or different from 





TELEVISION INQUIRY 1397 


its terms, should ask Congress for an enlargement or clarification. His statement 
is hereinafter reproduced at length: 

“We add a further word upon the subject, because the situation with which 
we are here confronted is of general importance. Questions such as the one pre- 
sented in this case are properly for the Congress. The circumstances upon which 
they arise are familiar. Congress uses expressions of established meaning. It 
takes action of recognized implications; e. g., it strikes from a pending bill a 
clause of clear import. But the administrative body finds a sufficient penumbra 
of meaning to justify a claim to more authority than appears upon the face of 
its grant. It asserts the extended authority and thus forces the issue upon the 
courts. It asks the courts to divine an intent on the part of Congress and then 
to decree that the words of the statute spell that intent. 

“Of course, if there be a plain intent, or purpose, or objective, the statute must 
be deemed to be in pursuit of it, and the courts will enforce that view. But where 
relatively plain language and congressional conduct of accepted implications point 
one way and the contrary appears only through strained and complex assump- 
tions and deductions, questions which the administrators may have as to the 
full intent and desirable scope of the congressional action ought to be addressed 
to the Congress. 

“The prime responsibility for making statutory meaning clear is on the Con- 
gress. It is bad from the viewpoint of sound government for the courts to twist 
strange results out of otherwise understood expressions of the legislature. If, 
perchance, the judiciary does not reach the objective at which the legislature 
aimed, there is a most undesirable coufusion of functions of the two branches. 

“Such practice by the judiciary is also bad from the viewpoint of the law 
generally. 7 

“Words of established meaning are given an unnatural significance, and there- 
after whenever they appear the law is uncertain. The interpretation of statutes 
is not like the interpretation of a will, where the person whose intent is to be 
ascertained no longer lives and some meaning must be given his expressions, 
however meaningless, or of a contract as to which the sole parties differ in their 
assertions of intent or meaning. In those situations in interpretation is the 
only available procedure, and once had is irretrievable. Not so in the case of 
a statute; the Congress is in frequent session, its doors open and its committees 
available. Its procedure is no more complicated than that of the courts. Ifan 
administrative agency thinks that the real intent and purpose of a statute is 
broader thaa or different from its terms, it needs only ask Congress for an 
enlargement or clarification. We are no longer in an age when such inquiry 
is impractical. The wise and sound course for the courts is to give to the terms 
of a statute their plain meaning, so long as the resultant effect is sensible and 
not in conflict with a discernible purpose” (84 U. S. App. D. C. at pp. 145-146). 

And another statement on the same subject by Justice Frankfurter: 

“* * * While the judicial function in construing legislation is not a mechanical 
process from which judgment is excluded, it is, nevertheless, very different from 
the legislative function. Construction is not legislation and must avoid ‘that 
retrospective expansion of meaning which properly deserves the stigma of judi- 
cial legislation’ (A. B. Kirschbaum Co. v. Walling (316 U. S. 517, 522, 86 L. Ed. 
1638, 1646, 62 8. Ct. 1116)). To blur the distinctive functions of the legislative 
and judicial processes is not conducive to responsible legislation” (Addison v. 
Holly Hill Fruit Products, Inc. (322 U. 8. 607, 618, (1944))). (See also Federal 
Communications Commission v. American Broadcasting Company (347 U. S. 284, 
296-297 (1954) ) ; Federal Power Commission v. Panhandle Eastern Pipeline Co. 
(837 U. 8. 498, 515-516 (1949) ) ; Task Force Report on Legal Service and Pro- 
cedure, Commission on Organization of the Executive Branch of Government 
(1955), pp. 220-222). 

There is a constant interchange between administrative agencies and Con- 
gress through which the agencies inform and advise Congress and Congress 
establishes for agency guidance the national policy. A review of the Commis- 
sion’s annual reports will show that in nearly every year of its existence the 
Commission has made recommendations to Congress for legislation and Con- 
gress has requested comments on numerous bills which might affect matters 
under the Commission’s jurisdiction. This interchange between Congress and 
the administrative agencies is an important part of the administrative function, 
serving to keep the activity of the agencies closer in tune with the will of the 
people than would otherwise be possible. 

In this process, the establishment of basic policies is the function of Congress. 
A leading authority on administrative law has said: ‘The legislative process is 
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especially qualitied and the administrative process is especially unfit for the 
determination of major policies that depend more upon emotional bent and 
political instincts than upon investigation, hearing, and analysis” (Davis, 
Administrative Law (1951), p. 57). James M. Landis, of counsel for Skiatron 
TV, Inc., has written: “The responsibility for fashioning a policy, not only of 
great economic importance, but also one that has divided the faiths and loyalties 
of classes of people, cannot appropriately be entrusted to the administrative” 
(Landis, The Administrative Process (1938), p.55). It is clear that the question 
of the authorization of subscription television involves a major policy decision 
about a highly controversial matter and must in the long run be determined 
by political. processes. (During the 84th Cong., ist sess., several bills were 
introduced on the subject of pay television: H. R. 524 by Congressman Hinshaw, 
to classify subscription television as a common carrier service; H. R. 6899 by 
Congressman Celler to prohibit subscription television on broadcast frequencies ; 
H. R. 6913 by Congressman Chelf to prohibit the Federal Communications Com- 
mission from making a decision on subscription television which would be con- 
trary to the “express will and desire” of the public.) The orderly procedure to 
accomplish this end is for the Commission to seek the guidance of Congress 

There is ample precedent for such action. Aside from recommending special 
legislation and commenting on bills referred to it, the Commission has several 
times requested congressional guidance and advice. 

In 1944, following an extensive investigation of the effect of newspaper owner- 
ship of radio stations, the Commission determined that because of “Grave legal 
and policy questions involved,’ the Commission would not adopt any general 
rule with respect to newspaper ownership of radio stations. 

A summary of the evidence received in the Commission’s investigation was, 
however, forwarded to the appropriate committees of the Senate and the House 
of Representatives for such consideration as the Congress might desire to give 
the matter. (See FCC Annual Report No. 10, p. 7 (1944).) 

In its 11th annual report, the Commission noted that it had become concerned 
with the sale prices of radio stations which were far in excess of the value of 
the physical assets transferred and that in letters to the Senate Interstate Com- 
merce Committee and the House Interstate and Foreign Commerce Committee 
the Commission had “ealled attention to this trend and requested congressional 
direction as to the policy it should follow in passing on the sale of radio stations 
where the sale prices are in excess of the going concern and physical property 
values.” (See FCC Annual Report No. 11, pp. 12-13 (1945).) In its 19th annual 
report, the Commission stated that because of the uncertainty with respect to 
congressional intent in the enactment of section 112m of the Internal Revenue 
Code, it was presenting the question of the proper interpretation of that section 
to Congress, in connection with the overall study of the Internal Revenue Code. 
(See FCC Annual Report No. 19, p. 17 (1953).) 

Congress also has on occasion requested the Commission to investigate and 
report to Congress or to withhold Commission action until the national policy 
had been clarified by Congress. Section 307 (c) of the Communications Act 
directed the Commission to “Study the proposal that Congress by statute allo- 
cate fixed percentages of radio broadcasting facilities to particular types or 
kinds of nonprofit radio programs or to persons identified with particular types 
or kinds of nonprofit activities” and to report thereon to Congress with recom- 
mendations and reasons for the same. And in its 15th annual report, the Com- 
mission reported that it had withheld action in the Clear Channel case (Docket 
6741) at the request of the Senate Committee on Interstate and Foreign Com- 
merce, which had had under consideration a bill providing for limitation of 
power to 50 kilowatts and duplicate operation on clear channels. (See FCC 
Annual Report No. 15, p. 37 (1949).) 

As the expert agency in the radio and television field, the Commission has an 
important function to perform which will not infringe upon the congressional 
prerogative to establish national policy. Much information can be gathered to 
nid the Commission and Congress in satisfactorily resolving the questions 
raised by the proposal to establish a pay television service. This factfinding 
work can appropriately be done by the Commission. 

For instance, as in the case of the newspaper investigation, the Commission 
might appoint a Board of Commissioners to conduct a full investigation, includ- 
ing an evidentiary hearing, into all aspects of the pay television question and to 
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prepare findings to be transmitted to Congress. By this or a similar procedure, 
the difficult questions facing the Commission and the Congress performing their 
appropriate functions in the public interest. 


AMERICAN BROADCASTING Co., 
A Division of American Broadcasting-Paramount Theatres, Inc. 
By GERALDINE B. ZorsavuGH, 
New York, N. Y., 
JAMES A. MCKENNA, Jr., 
VERNON L. WILKINSON, 
Davin S. STEVENS, 
Washington, D. C., 
its Attorneys. 
Senator Porrer. The first witness will be Mr. Garfield. 
Mr. GARFIELD. Good morning. 
Senator Potrer. We are happy to have you here, Mr. Garfield. Will 
you identify yourself for the record ? 


STATEMENT OF ZALMON GARFIELD, ASSISTANT TO THE 
PRESIDENT, JERROLD ELECTRONICS CORP. 


Mr. Garrtetp. My name is Zalmon Garfield; I am assistant to the 
president of Jerrold ‘Electr onics Corp., of Philadelphia. Let me thank 
you gentlemen for permission to appear before the committee on be- 
a alf of Mr. Milton J. Shapp, the president of Jerrold Electronics 

Corp., who deeply regrets his inability to appear in person because 
of longst: anding previous business commitments on this date. The 
material which follows is the result of approximately 10 months of 
intensive study and development work by our company in the field of 
subscription television. 

It is our purpose here today to present to this committee a report 
both of our progress and problems in establishing a sound subscrip- 
tion television service, and if I may, I would like to make very clear 
at the outset of this report what side of the fence we are on. It seems 
that in a sense we are a little bit in the middle, in that we strongly 
believe that the scrambled broadcast method is completely impractical, 
and I will develop that further in this report. We are, nonetheless, 
very much in favor of subscription television, and in that sense we are 
certainly very clearly in the gr oup of proponents, and not opponents, 
of subscription television. I “don’t know how that affects my position 
on the agenda here. 

Senator Porrer. You should be a politician. [Laughter. | 

Mr. Garrietp. I did want to make that point clear. We shall sub- 
mit our opinion to the committee this morning as to the proper solu- 
tion of the problems we have encountered. The subject matter cov- 
ered will be as follows: 

1. The Jerrold cable theater, a wired system for the distribution of 
television signals, is the only practical method of disseminating box 
office quality entertainment into the American home. With a low- 
cost theater built of cable and electronic equipment instead of steel 
and conerete, the consumer becomes the beneficiary of lowered prices 
per unit of entertainment. 

2. Major forces in the entertainment industry, including motion 
picture exhibitors, network representatives and broadcasters, have 
been confused and alarmed by the utterly unrealistic proposals made 
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by Zenith, Telemeter, and Skiatron. Their scrambled broadcast 
transmission technique has been projected on a grandoise scale and 
founded on concepts which are technically impractical, economically 
unfeasible, and securitywise unsound. We have presented in the past 
and will briefly restate later in this testimony the essential logic back 
of these strong statements. It is our respectful proposal to this com- 
mittee that the mythology of these scrambled broadcast proposals can 
once and for all be exploded only by submitting them to public tests 
at the earliest possible date. 

Now, let me make clear what our intention is on this particular 
point. It is not our intention to recommend or suggest to the com- 
mittee that there should be widespread scrambled broadcasting of 
subscription television throughout the country. It is, however, our 
feeling that these methods should be exposed to public test, and it is 
our further opinion that when they are so exposed, both the scrambled 
broadcasters and the public will see their defects as clearly as we 
believe they exist, and these proposals at that time will, in our opinion, 
fall of their own weight. We are not suggesting, and do not propose 
to suggest, to the committee that tests on such a scale as to disrupt 
any existing service or to create any public disinterest should be per- 
mitted. We do feel that testing is in point. 

Senator Porrer. In other words, you believe that there should be 
a major public test of the scrambled system for subscription ? 

Mr. Garrtetp. On a controlled basis, Senator; yes. 

Mr. Cox. Mr. Kohn testified that he would be happy to have this 
conducted in Allentown, Pa. Would you feel that this would be a 
reasonable type of community in which to conduct experiments of 
this sort ? 

Mr. Garrretp. Allentown is a fairly sizable market, and I would 
think a properly conducted test subject to the proper control condi- 
tions there would serve a useful purpose. 

Mr. Cox. I think the proponents generally have indicated that, even 
if authorization were granted, it would take them upward of 2 years 
to install systems in 6 markets; assuming that each of the proponents 
were entitled to conduct tests, this would give them 2 apiece. Would 
you feel that experiments over that length of time and in that number 
of markets would be disruptive or would be the sort of thing that 
you have in mind? 

Mr. Garrte.p. It strikes me as a longer than necessary time and 
it bears on a point I will come to a little bit later with reference to 
the economics of the scrambled broadcast method versus the wired 
method. We have contended, and I will contend somewhat more 
elaborately in a few minutes, that the economics of the cable theater— 
the wired systems distribution method—using no broadcast facility 
at all, is far more economical, in addition to being sounder and more 
secure. Once we can obtain programing, and I will come to that, of 
a safe nature, we can be in test and have demonstrable results in con- 
siderably under 2 years, and I think that bears on the economics of 
this situation as well. I can’t see why such a long period of time 
would be required, although I can understand that the problems en- 
countered are going to take maybe 2 to 20 years to resolve, and I 
rather doubt that they will ever be resolved. 
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Mr. Cox. You would suggest, then, subject to this question of 
obtaining programing, that your proposals would be subjected to 
test during this same period, generally ? ; 

Mr. GarrteLp. For from opposing such tests, as I have interjected 
here, it is our earnest recommendation that if legislative enactment 
or FCC rulemaking is required, it be accomplished promptly. We 
are satisfied that once submitted to such tests, the proposals of Zenith, 
Telemeter, and Skiatron will fall of their own weight. 

Gentlemen, it is our purpose here to be stating that we are speaking 
here of performance tests, essentially, ability to perform, both tech- 
nically and businesswise. Public acceptance tests, I think, are re- 
quired for any form of subscription television. We feel that the 
cable theater has proved itself in a number of ways already, as I will 
state, and has been said in not quite such flattering language, earlier, 
by the community antenna system, and I would like to comment on 
that at the end, if I may. 

3. Such a clearing of the air will in our opinion open the way to 
the wedding of the cable theater technique with motion picture ex- 
hibitors and producers. Only then will this new medium be de- 
veloped in the interest of the public as well as in the interest of the 
entertainment and sports world. In fact, major producers of film 
as well as major sports promoters with whom we have had numerous 
discussions are uniformly in favor of the cable theater public accep- 
tance test. Film producers, however, have feared that their coopera- 
tion would jeopardize relations with their major customers, the motion 
picture exhibitors. The exhibitor has been intimidated by the ap- 
parent efforts of the scrambled broadcast proponents to dominate this 
vast new medium by controlling both the transmission facility and 
the entertainment merchandising itself. 

We are convinced that with the scrambled broadcast wrangle out 
of the way, the large progressive elements among motion-picture 
exhibitors will become in fact the natural allies and supporters, not 
the opponents, for the development of cable theaters throughout the 
Nation. 

4. In our presentation to the FCC last fall, Jerrold stated that it 
would be ready in the spring to wire up several communities for public 
acceptance tests of subscription television. Technically, we are ready. 
Construction could begin tomorrow. Asa matter of fact, in February 
1956, at the formal dedication of the new Jerrold Laboratory at 
Southampton, Pa., a public demonstration of the Jerrold cable theater 
was presented for the first time. Equipment such as I have here for 
your inspection—on my right and left [indicating]|—was utilized 
in this demonstration. This equipment was a combination of facil- 
ities used in community antenna services, and has been adapted for 
subscription television service. It has been adapted specifically for 
this purpose. 

Mr. Cox. Where would this equipment be installed—in a central 
studio from which service originates ? 

Mr. Garrtetp. No; this equipment, spread in a much different man- 
ner, would be located on a public-utility pole, and spread through 
the city, in much the same as a power company or telephone company 
covers a city. A portion of it is equipment that would be utilized 
right at the studio as the signal is fed into the cable. 
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Mr. Cox. This, then, is largely transmission and amplification 
equipment ? 

Mr. GarrreLp. That is precisely right. I would like, if I may, at 
this time, to invite the committee or their representatives, if they so 
desire, to be our guests at our laboratory where we can show you this 
equipment in performance and how it would work. 

Senator Porrer. Where is your laboratory located ? 

Mr. Garrrecp. Southampton, Pa., just a few miles outside Phil- 
adelphia. 

Senator Porrer. We thank you for your invitation. I am sure the 
committee or members of the staff, if time is available, would like 
to take you up on that offer. 

Mr. Garrretp. We would be pleased to have you do so. Unfor 
tunately, the antagonism which I have just described has to date pre 
vented us from obtaining the top-quality box-office entertainment of 
all sorts, including first-run motion- -picture film, top sports events 
and other major special shows, necessary to conduct meaningful public 
acceptance tests. When such tests are held, and if they are positive 
as we expect them to be, a vast new industry will be launched. 

Now, let us examine the facts behind the conclusions I have stated. 

First, what is a cable theater ? 

A cable theater takes programing originating live or filmed in a 
studio, or received via microwave from a distant point, and distributes 
it by « able or wire to any population area—be it large or small. This 
wired system is then tapped and a thin cable or wire lead is taken 
directly to the television received in the subscriber’s home. 

I think the contrasts here are rather apparent in terms of the 
scrambled broadcast technique, and for brevity I am not drawing 
those comparisons with which I am sure wou are familiar. Security 
is guaranteed since the programing is available only in those homes 
into which the lead is brought. Unauthorized taps are readily 
detected and eliminated. 

Mr. Cox. What connection with the set is necessary in this system? 

Mr. Garrtexp. A coaxial cable lead is taken from the sy stem itself, 
fed into the home in much the same ways as a telephone wire is brought 
in, and connected to the tuner terminals of the set. That is all. 

Mr. Cox. Then this would be available by turning the tuner to a 
channel not otherwise occupied in the area ? 

Mr. GarrreLtp. That is correct, and as we developed in our presenta- 
tion to the FCC some time ago, we have developed two — 
methods: One which we have entitled the season ticket method, 
which a consumer would pay a given rate per month or per year or 
per quarter and get all of the programing; the other, if it appeared 
desirable, a method by which program-by-program selection could be 
had by the consumer, whichever appeared more desirable. 

Mr. Cox. How do you determine, under the later system, what 
programs have been used and therefore should be charged for ? 

Mr. GarrteLp. We have a recording device outside the home, meas- 
uring 500 or 1,000 homes. The consumer pushes a button in his home 
which feeds the signal into the receiver, and simultaneously a signal 
is fed back into the recording device, and at the end of a month or 
quarter or whatever billing period, it is fed into an IBM machine. 

Mr. Cox. And with this arrangement he cannot tune in the program 
until he has punched the button. 
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Mr. Garrtevp. That is correct. 

Because the signal carrying the entertainment is piped directly from 
the studio into the cable and is never transmitted through the air, 
there is no interference of any kind with presently authorized broad- 
cast spectrum. No Federal Communications Commission allocations 
or new rules are required; no legislative enactment is necessary 

Mr. Cox. It is your position, then, that you are lawfully entitled 
to install these systems at the present time; your only delay has been 
due to the difficulty in obtaining programing ? 

Mr. GarrreLp. That is correct. 

The Jerrold cable theater with its specially designed electronic 
amplifying and distributing equipment is a direct evolution from the 
community antenna system principle, which our company pioneered. 
Jerrold has installed community antenna systems in more than 300 
fringe area communities. In these systems, television signals are 
pic ked up by giant television antenna arrays, usually on nearby ele- 

vated points, and are delivered to the subscriber’s home over coaxial 
cable. The techniques utilized in wiring these communities have been 
adapted and improved for application to the cable theater. This, then, 
is not an untried principle for signal distri and that, I might 
add, is true both technically and economically. It has been tested and 
proved in literally hundreds of communities. 

Now, then, you may logically ask if Jerrold has developed its cable 
theater system; if this system requires no governmental license or 
authorization ; if no legislative action is necessary ; if it is economically 
feasible; why, then, is Jerrold here rather than out in the field building 

cable theaters? Permit me to repeat: to date, our efforts to obtain the 
proper quality, quantity, and variety of programing necessary for 
= effective cable theater public acceptance test has been handic apped 
by the tremendous confusion and opposition engendered by the unreal- 
istic proposals of Zenith, Telemeter, and Skiatron. 

It is not without reason that we have used such strong terms in de- 
scribing these proposals as “impractical,” “unfeasible,” and “unrealis- 
tic.” 

Senator Porrrer. So your programs have been all film programs ? 

Mr. Garrtetp. No, sir; they can be live. Also, they can be remote 
and delivered by microwave by some more distant point from the par- 
ticular studio involved. 

Senator Porrrr. Have you made an effort at all to establish this 
system in any community? 

Mr. Garrretp. The cable theater subscription television ! 

Senator Porrer. Yes. 

Mr. GarrreLp. We have not attempted actually te conduct these 
tests only because we have not been able to get programs. 

Mr. Cox. What efforts have you made, just in general terms, to ob- 
tain programs? Has it been primarily ¢ along the lines of trying to get 
feature pictures, or have you also explored “the possibility of getting 
sports programing? 

Mr. Gaerries Yes, sir, we have talked to several major producers 
of film, a number of exhibitor groups, interestingly enough, and also 
sports promoters, heads of ball clubs in some cases, and so forth. 

The request of these individuals, because of what you probably know 
to be the somewhat controversial nature of this question, has been that 
we not refer to them by name. However, the responses, I can assure 
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you, have been uniformly favorable. They would like to try it. It ap- 
pears to them to be a medium which offers great promise for them. 

Mr. Cox. Wouldn’t you have the problem, in instigating a test 
of any such system that it would be uneconomic to furnish the kind of 
programing that you seem to feel is necessary unless you can get a 
very high degree of cooperation from these people, because you cer- 
tainly would not be in the position to buy any of these entertainment 
features outright for offering in one or two small areas, would you? 

Mr. GarrieLp. Well, it is a complex question, and doesn’t permit of 
a direct yes or no answer. It would be expensive. Certainly no initial 
test operations covering, let us say, a twenty to thirty thousand popu- 
lation area in several parts of the country, and using a variety of cable 
theater techniques, would be profitable. That is certainly true. How- 
ever, we would not expect them to be, and as in the development of any 
new project, you expect to make an investment in order to prove your 
point and be able to expand to a point where it becomes a commercially 

ractical venture. We had exactly the same experience in the pioneer- 
ing of the community antenna system nee? about 5 years ago. 

Mr. Cox. Now, is it Jerrold’s purpose itself to capitalize the instal- 
lation of these systems, or do you have there the same problem that 
Zenith, Telemeter, and Skiatron have, of locating some local entrepre- 
neur who will actually provide the capital with which such a cable 
theater will be instal ad in a particular community, after you get 
beyond the test phase ? 

Mr. GarFIELD. It would be my expectation that this thing would 
develop in a variety of ways. It would also be our expectation—and 
I might as well develop it specifically here—that the most logical 
persons to develop this new theater form are the theater owners of 
America and the exhibitors today. They are the ones who know the 
theater business best, and it is our expectation that they might have 
logically been the persons to move heat. Our position on this is 
quite flexible. We might attempt an installation or two ourselves. 
We will be happy to work with outside capital. We will be happy 
to work with local entrepreneurs, as you suggest. 

Attached to this report this morning is a documented technical 
analysis of the critical deficiencies of these scrambled broadcast sys- 
tems presented to the FCC on September 8, 1955.1 Also, attached 
is an additional summary and presentation of facts? prepared by Mr. 
Shapp for presentation in a telethon debate on this issue with repre- 
sentatives of Zenith, Telemeter, and Skiatron recently held over sta- 
tion WCPO-TY, Cincinnati. Permit me to summarize these facts 
briefly, with some additional comments by the scrambled broadcasts 
proponents themselves, on the key question of code security. 

I say the key question of code security, gentlemen, because very 
apparently if a service for which you propose to charge can be obtained 
free with rather great ease, the practicality of such a business venture 
is limited at best. 

Scrambled. broadcasting will never work, first and foremost, be- 
cause each of the so-called encoding methods is completely insecure. 
They can be broken with ease. This can be likened to the investment 


ain Jerrold Electronic Corp.’s Reply Comments in FCC, docket No. 11279, dated Septem- 


r 8, 1955, are of public record with the Commission and have therefore simply been 
retained in the committee’s files, and are incorporated herein by this reference. 
2? The summary referred to is set forth beginning at p. 1417. 
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of millions of dollars in theater properties followed by a mass distri- 
bution to the public of free-admission passes. 

In September’s Reply to Comments before the Federal Communica- 
tions Commission, Jerrold issued an unequivocal challenge to the three 
scrambled broadcast proponents to participate in a public security test 
of their codes. 

Mr. Cox. Now is it your position that these codes can be broken 
on an individual basis by the ordinary viewer, or is this something 
that requires electronic expertness to accomplish ? 

Mr. GarrieLp. It doesn’t require electronic expertness. It does re- 
quire a slight degree of knowledge, and the probability would be that 
servicemen—who by the way would be confronted, if these attach- 
ments of these devices were made to receivers all over the country, 
with the probability of a television service monopoly by the scrambled 
broadcasting operators—that they would be the most likely persons 
to develop the very simple methodology for decoding and sell it, give 
it away, do anything in order to protect their own business and their 
own future as TV servicemen throughout the country. That appears 
the most likely. 

It is a little hard to predict in advance exactly what the avenues will 
be. We do know, and think we can demonstrate to the committee, to 
FCC engineers, and even to the scrambled broadcasters themselves— 
given the same conditions as any member of the public would have, 
once these methods were instituted and the decoding units installed— 
that we could very quickly show with what ease these things could be 
decoded. 

Mr. Cox. As I understand your challenge, though, you propose to 
have this done by your engineers in your laboratory. That presup- 
poses people with more knowledge and more equipment than even the 
average television repairman would have available for the purpose of 
trying to break one of these codes. 

Mr. GarrreLp. Our only purpose in so suggesting was for the sake 
of expedition. It could be done just as readily by putting someone 
with the little bit of knowledge that would be required in an apart- 
ment in an area covered by the scrambled broadcasting, having at- 
tached to his receiver the same decoding device as any member of the 
public would get which chose to pick up the service, and with that and 
the scrambled signals in the air, that is all he would require to proceed 
to do the job. 

Mr. Cox. Well, as I recall his testimony, I believe Mr. Landis who 
represented Skiatron indicated that they regarded it as possible that 
a person with a certain amount of knowledge could take apart one of 
their printed circuit cards and could determine what would be neces- 
sary to receive the signal on other sets without the use of cards, 
but that they felt that ample protection was afforded in the fact that 
in order to make this a serious enough problem for a Skiatron franchise 
holder or program distributor, that there would have to be an or- 
ganized system of distribution which itself would be detectable and 
subject to legal regulation; wouldn’t that be true essentially? 

Mr. GarrieLp. On the question of legal regulation, I am not sure 
what the law would be in this regard, and I would not pretend to 
attempt to elaborate on that point. I can visualize a situation, how- 
ever, where if there were legal protection against the doing of this 
sort of thing by the simple device of installing a policeman in every 
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home in the area covered, it could be enforced. Other than that | 
would foresee, I think, a somewhat complex problem of enforcement 
on this question. As to the complexity of doing the job, I am not an 
expert in this field either. 

owever, the methods that we have utilized for approaching this 
situation are spelled out in detail in the FCC submission and the im- 
portant point is that once done, unless the scrambled broadcaster is 
willing to engage in tremendous expense for a constant revolution of 
the fundamentals of the code, he is going to find great difficulty, be- 
cause it does not have to be repeated each time—the decoding operation. 

The devices for decoding purposes can be made widespread and if 
you will notice, if you have a chance to review that FCC submission, 
the contrast between the very elaborate 19-tube device suggested by 
Telemeter in their original submissions for decoding is stripped down 
to virtually nothing for attachment to the set, because here you are no 
longer now concerned with recording moneys and recording programs 
seen and so forth, you are simply supplying a decoding device which 
is very simple in construction and operation. 

I can perceive or foresee the possibility of a rather thriving business 
for the servicemen of America in this field. 

Mr. Cox. But this would be one that would have to be conducted 
strictly under cover, then, wouldn’t it, in order to avoid involvement 
in claims of unfair business practices ¢ 

Mr. Garrretp. I do not know what the situation would be. It 
strikes me that it might be somewhat complex. I do not know what 
the situation would be with reference to the legal right to do what- 
ever you are able to do with a broadcast signal free in the air. 

Senator Porrer. With your own set, with an airwave which is 
public property. 

Mr. Garrtetp. Yes, sir. I do not know the legal answer to that 
question. 

Mr. Cox. Well, as I understand the proposal for breaking Zenith’s 
code, it involves determining the combination which would have to be 
dialed into a Zenith decoder in order to get programs on a particular 
set, there being some 16,000 variations possible in the setting of a 
particular receiver. Now in this instance anyone using the code, 
having obtained it through other than lawful channels, would be 
actually using an item of property which Zenith is leasing to him 
for the purpose of defrauding the company. Now it might be dif- 
ferent in Telemeter’s case. As I understand it you would feel that 
someone would devise a substitute for the Telemeter decoder ? 

Mr. Garrtevp. It is true in all cases. 

Mr. Cox. Which could be put on the back of the case and which 
could accomplish this result, with adjustments from month to month, 
without the necessity of having the addition&l electronic equipment 
that is required to set the price for a program, record the program 
accepted, and the various other items that are taken care of by this in 
addition to switching on the decoding mechanism. 

Mr. GarrteLp. That is correct, and that generally is true of all three, 
Mr. Cox, not of Telemeter alone. Don’t misunderstand me. We are 
not talking about utilizing the decoder of the company for the pur- 
poses of decoding. That would not be necessary. You would only 
need one decoder. 
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It is the same principle as is spelled out here in the service. Crypt- 
analysts regard a code as breakable once they have access to the signal, 
and that is why channels are changed all of the time for transmission 
of secret code of any kind. They regard the breaking of code as 
ridiculously easy, given the decoder and the signal. They can be 
broken withease. I think I have made this point. 

Senator Porrer. You give a man a safe and combination and tell 
him not to open the safe. 

Mr. Garrietp. That is exactly Figs 

This challenge, which was first submitted by Jerrold in the summer 
of 1955, did have one noticeable effect : it seems to have shaken at. least 
the psychological security of Zenith, Skiatron, and Telemeter in their 
codes. 

For in its replies to comments in September, Zenith doubts the 
security of the Telemeter and Skiatron systems (p. 46, Zenith reply 
to comments). 

Skiatron infers (pp. 4 and 5) that only their decoder (using a 
printed circuit card for a key) would deter bootleggers. 

Telemeter states in their reply to comments (p. 2) that the Zenith 
and Skiatron systems “fall short of these objectives” (code security). 

Each of the scramblers thus agrees with Jerrold at least in regard 
to the “other two” systems that they lack security. We might well 
conclude, “that among men who know decoders best, its Jerrold 2 to 1,” 
which puts the odds on our side, anyway. 

In one sense, perhaps, listening further weaknesses of scrambled 
systems is superfluous since kidney ailment is not serious in the case 
of a patient who has died of a heart attack. However, any one or a 


combination of the sellorng ponte might be fatal of itself: 


1. The cost of a scrambled broadcast system is considerably higher 
than the cost of the Jerrold cable theater. This disparity increases as 
the number of subscribers increase for each method. 

Senator Porrer. What would the cost of yours be per customer? 

Mr. GarrieLp, Senator, that would vary considerably as the satura- 
tion of the system increases. That is referred to in the submission to 
the Communications Commission on page 14. There is a chart, which 
indicates the swing of cost versus number of subscribers and percentage 
of subscriber saturation. 

Senator Porrer. Your dollars—is that cost per year or what? 

Mr. Garrre.p. No, this is capital cost, Senator, presuming the con- 
nection to the home—to the aberities's receiver—to be a part of the 
capital investment. The cost per mile of our system to installation, 
like the cost of a telephone company plant, is a static capital invest- 
ment figure. As the cost of that plant is amortized over an increas- 
ingly large number of subscribers, obviously the cost per subscriber 
goes down, the capital investment. This is not true in the primary 
cost element in the serambled broadcast method. Their primary cost 
capitalwise is that decoding unit in the home and obviously that, too, 
is a static figure, and increases exactly the same amount with the addi- 
tion of each subscriber. 

Mr. Cox. What is the cost per mile figure that you use? 

Mr. Garrretp. Roughly speaking, on a single channel system for 
subscription television purposes alone, not associated with any other 
service, about $2,500 a mile, perhaps less. As in all cases in our in- 





1408 TELEVISION INQUIRY 


dustry, we have found that as we get more and more experience in the 
field we are in a position to reduce cost. 

Mr. Cox. Now, does this presuppose hanging the cable from above 
ground utility poles? 

Mr. Garrtetp. Either above ground or conduit below ground. 
The cost in conduit would vary widely from area to area, depending 
on the problems. ‘ 

It has been suggested, for example, that New York City couldn’t 
possibly be wired. There are a couple of companies with fairly 
good repute who have managed to accomplish that impossibility, 
and serve the people of New York with public utilities, telephone and 
wire. We have talked to them and it is entirely possible to wire 
New York. There would be problems in the concentrated areas, but 
you must always, in any kind of a distribution system, relate your 
problems and costs to the concentration of population per mile of 
system, because that per mile remains the same no matter how many 
people you have access to. And in New York, or any major metro- 
politan center, quite obviously the concentration you would have is 
enormously greater than the smaller towns that our company has wired 
for community antenna systems. 

Senator Porrer. It would be difficult to have this system in your 
rural communities, then, wouldn’t it? 

Mr. Garrretp. In completely rural communities, if you are re- 
ferring to farm country, Senator, it would. We have been cognizant 
of that problem for some time in our other areas of operation, and 
are working on developments right now, and, as a matter of fact, have 
submitted to the FCC one aspect of resolving that problem. Low- 
cost systems for rural service, much the same as rural television serv- 
ice, has reduced cost because of the areas covered. We think we are 
coming pretty close to an answer that is going to make it possible for 
us to render service into rural areas. 

Senator Porrer. I would assume that would be one of the major 
objections to your type of subscription television. It would be dif- 
ficult for the Commission or the Congress to wholeheartedly sup- 
port a system that couldn’t be made as universally used as pos- 
sible. 

Mr. Garrtecp. As a matter of fact, when we get into the rural 
areas, because our cost can relate itself in the small urban communi- 
ties directly to the size of the population, I think it is actually more 
feasible for us to render service in the more sparsely populated areas 
of the country than it would be for scrambled broadcasters. I rather 
suspect that if such a system as they propose were allowed to extend 
itself, its tendency would be to concentrate in the major metropolitan 
markets. I do not know that for a fact. That is my own judg- 
ment. 

Senator Porrer. From a technical standpoint, you could just as well 
have a scrambled set on a farm 10 miles from the community as you 
could in the community, with the possible exception of service? 

Mr. Garrietp. The probabilities here are there is considerable 
fringe area remaining in the country, and the probabilities are that 
this would require increasing the power of existing television facilities 
or building of new television facilities, and then the cost is going to 
get pretty darned high for the scrambled broadcasters who want to 
reach those rural broadcasters. 
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We have found ourselves—just taking the contrast between tele- 
vision broadcast facilities as they exist today and community antenna 
facilities—that we can afford to go in and wire up a community, pick- 
ing up remote signals on a mountain top—and I will comment on the 
legitimacy of that business operation later, if I may, at the end of 
this, for just a moment. But we have found that we can do this in 
communities where television broadcasters cannot afford to install a 
broadcast facility. 

Mr. Cox. But that is because they are outside the range of existing 
facilities. Theoretically I would assume that a scrambled broadcast 
would be available to anyone within the normal range of reception of 
that station, assuming that he, being either in the community at the 
center or someplace else, can acquire a decoder and get someone who 
can install it on the set. 

Mr. Garrietp. That is correct, Mr. Cox. The contrast I was at- 
tempting to draw is the desirability of the capital investment for 
broadcast facility in a community as opposed to its practicality as a 
community antenna system installation, which is in effect the wired 
system versus the broadcast system in economic terms. 

In many small communities which cannot afford broadcast facilities 
they can sustain a wired system. 

Mr. Cox. But whereas in a developed community—a metropolitan 
area—you argue that your costs go down per set in use as the number 
of sets increases, whereas that of the scrambled broadcaster remains 
constant; as you get out into rural areas, your costs would go back 
up while his are still remaining rather constant ? 

Mr. Garrretp. There is that possibility, and that relates to the 
comment I made before in that we are working right now, and I hope 
very soon will be able to submit addenda to the committee’s record 
and certainly to the FCC—a low cost method for reaching rural areas 
by wire. We are satisfied that it can be done. 

Senator Porrer. It would seem to me that is one of your major 
problems. 

Mr. Garrretp. It certainly would be for reaching the rural com- 
munity. 

Point No. 2, operating costs for servicing and maintaining a wired 
system are but a mere fraction of those required to maintain a 
scrambled broadcast system, and this once again is developed in the 
FCC submission, and I have refrained from doing it here. In addi- 
tion, the scramblers must pay for broadcast time. The cable theater 
operator does not. 

3. The billing and collection procedures proposed by Telemeter, 
Zenith, and Skiatron are obsolete and unworkable. There is a section, 
gentlemen, in this document, that develops in detail each of these 
points, and I therefore refrain from doing it here, to spare the eom- 
mittee’s time. 

Mr. Cox. Now, you argue, in this filing with the FCC, that there 
would be considerable difficulty and cost, and in effect credit loss, in 
any administration of a scrambled broadcast system, which is a cost 
that is less in your case because recording the amount of the bill, if 
you don’t use a season ticket arrangement, is easier and because you 
can control it simply by cutting off the connection in order to enforce 
collection. But, on the other hand, don’t you have additional costs in 
delivering your signal which are absent in the case of a scrambled 
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broadcast, in that you have a continuing problem of maintaining miles 
of cable, and the thousands of amplifiers necessary to keep the signal 
of required intensity ? 

Mr. Garrtetp. Mr. Cox, I think a comparison of the cost of main- 
taining a cable system, particularly one of the type that we have 
developed for the cable heshner atta is demonstrable, by the way, 
because there are several hundred of these installations around the 
country, with concrete cost figures that can be developed, and shown 
to you—is immeasurably lower than the cost of access to every single 
home that you serve where you have a device that uses vacuum tubes— 
up to 19 vacuum tubes; an average television set doesn’t have many in 
excess of 21—in the home. To get access to that unit is a problem. 
After you get access to it, to get access at a time when the family 
is not using its television receiver, either for ordinary reception or for 
subscription reception, is a problem; to service it is quite a difficult 
problem ; and the number of tubes, I believe we have developed in this 
submission as well, is immeasurably greater, in most cases, so that the 
maintenance costs are actually lower. 

We have reduced maintenance costs in cable systems—using in 
part techniques we have developed ourselves, and in part the experi- 
ence of other wired services throughout the country—to a rather fine 
science. We can service, for example, a community of about 30,000 to 
40,000 people—and these figures are subject to some error—with ap- 
proximately 4 or 5 technicians. 

Now, if you have something on the order of 60 percent saturation 
in an area of that sort or, let us say 4,000 to 5,000 home subscribers, 
you are not going to be able to service units inside those homes with 
that number of technicians. Furthermore, you are going to have to be 
paying them peculiar wages, because their service is going to be mainly 
from about 1 o’clock, when TV service goes off until 6, when service 

oes back on. The family is not going to tolerate service on this 
ecoding unit during the television hours. 

Senator Porrer. It won’t be conducive to good homelife for the 
repairmen. [ Laughter. | 

Mr. Garrtetp.- I would not think so. 

In addition to these and many other weaknesses, Zenith, Skiatron, 
and Telemeter have flaunted the American tradition of free air waves. 

Sections of the public already have been intimidated by the reason- 
able fear that such a proposal for seizure of broadcast time or space 
would deprive them of television as they know it. They have missed 
the fact—and this is a fact that we would greatly appreciate the 
committee calling to their attention if they considered it proper—that 
the cable-theater technique would provide a wholesome competitive 
medium, with broadcasters and cable-theater operators vying for 
the viewer’s attention. The public could only benefit by improved 
programing in both mediums from such competition. 

The only argument I have heard directed against this point, if I 
may say so, is that the cable theater operator would be in souk power- 
ful competitive position that he would be able to take all of the pro- 
graming away from free television. There is something of a con- 
tradiction in terms—in terms of this point 1—about the economic 
problems of the cable theater and its powerful ability to outbid the 
major networks in the country on entertainment. I hardly think that 
is likely, and I think it is further an underestimation of the ability 
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of the entertainment world, in this country in particular, to measure 
up to the requirements and demands for entertamment that the public 
is willing and able to pay for. ae 

Senator Porrer. No one should fear competition for programs; 
is that it? 

Mr. Garrtevp. I would certainly think not, Senator. 

Senator Porrer. The public gains by that ! 

Mr. Garrtevp. That is exactly right. 

I recall when television first came into being, I heard on many 
occasions the comment that this vast thing would just gobble up all 
of the entertainment in the world, and there would just be nothing 
left, except perhaps westerns of the Bill Hart era. In fact, I think 
probably the greatest stimulus to the development of entertainment 
in the country that the country has seen, certainly in my time, has 
been television—the development of new writers, new actors, new 
techniques, new media. I think that the cable theater will accomplish 
exactly that same purpose, and simply add to it. 

Mr. Cox. To the extent, though, that you acquired viewing audi- 
ences in any given market, you would, of course, have the same effect 
on dilution of audience on standard sponsored broadcasts that the 
presence of any new station or, in fact, any new entertainment medium, 
would have on that market, thus raising their costs. That is, if you 
have an audience, you subtracted it from their potential audience? 

Mr. Garrtetp. Potentially that is so, and if there were to be any 
objection to that, then theoretically the motion pictures should want 
television to shut down, and television should want motion pictures 
to shut down, and both should want all of the ball parks to close, and 
none of those things seems very likely. 

Millions of viewers—referring back now to this question of broad- 
cast time and space—millions of viewers simply will not accept the 
fact that a channel they have been watching for years suddenly turns 
to jabber and meaningless patterns under the ministrations of the 
scrambled broadcasters. 

This in a sense is the crux of the security problem. We do not 
question, as may be suggested, the honesty of the American public. 
We do question the ability of Zenith, Skiatron, Telemeter, or any- 
one to force collections for a service which has been traditionally free 
by a method so subject to ready violation. 

I have deliberately hastened this examination of scrambled broad- 
cast deficiencies so as not to repeat information set down in detail in 
the attached analysis by Mr. Shapp and in our comments to the FCC. 
Permit me to refer you once again to these accompanying documents 
for substantiation of what I have said. 

Despite these apparent deficiencies, Zenith, Skiatron, and Telemeter 
are intent on testing their systems. 

In the meanwhile, motion-picture exhibitors—who would cooperate 
with the Jerrold cable theater as evidenced by the following quote— 
will not do so while the scrambled broadcaster haunts the back- 
ground. This at least has been the apparent result that we have 
obtained from our explorations. 


; The joint committee does not urge that subscription television per se is 

inevitally against the public interest. For example, it is conceivable that a 

subscription television proposal to use existing common carrier facilities, in a 
75589—56—pt. 324 
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closed-circuit type of operation, would supplement rather than supplant exist- 
ing television service and might, therefore, reasonably be found to be in the 
public interest. (The Joint Committee on Toll Television, representing motion- 
picture exhibitors, in its comments filed with the FCC on June 9, 1955.) 

Mr. Cox. Don’t you suppose, though, that they are talking about 
a closed circuit system that ends up in projection on a screen in a 
movie theater ? ; 

Mr. Garrte.p. I don’t think so. I would not be prepared to debate 
that, Mr. Cox; I think they were referring to a service that reached 
into the home, but I don’t know the answer to that question 
specifically. 

I might say, however, in discussion with one exhibitor group that 
comes to mind immediately, they have suggested as a hub point, or 
terminal point, for the cable theater, the local motion-picture theater, 
with simultaneous exposure—with exposure of one first and then the 
other—in order to test public reaction. 

We rather think in certain markets the two might tend to stimulate 
each other’s business. I think that has been demonstrated by com- 
mercial television to a degree. 

Only last week TV Guide urged editorially that “the fee-television 
enthusiasts establish a station and pipe their expensive programs, 
without putting them over the air, into homes that have been espe- 
cially wired to receive the pay-television programs.” This very 
specifically is the cable theater, without question. “Subscribers could 
accept or reject as many programs as they like. Such a test would 
be fair to all of us. It could be conducted without disrupting, even 
temporarily, our present TV reception.” 

Now, I should like to underscore, at the end of this quote, our 
judgment with reference to the performance tests that we recom- 
mend for the scrambled broadcast method—and by performance I 
mean both technically and businesswise, their ability to perform. 
We certainly are not recommending any widespread licensing of 
this thing all over the country. We are suggesting that, having 
presented every argument on paper that we could, having called for 
public testing of the security of their codes, having achieved neither, 
except the recording of our opinions to date, that apparently the 
only way the scrambled broadcast proposal can be eliminated is b 
a public performance test of its ability to perform and do the job 
on any kind of a sound basis. If the committee could find any way 
to get the scrambled broadcasters out of the way, we would welcome it. 

These opinions have been echoed with variations by Broadcasting- 
Telecasting magazine, the National Association of Radio and Tele- 
vision Broadcasters, the Columbia Broadcasting System, and others. 
In private discussions, even more affirmative positions have been taken, 
again and again—and this I can testify to personally—by pro- 
ducers, exhibitor groups, sports promoters, and others. 

It is for this reason, gentlemen, that we say to you as vehemently as 
ossible: They have asked for it, let them have it. Let the scrambled 
roadcasters have their performance test. Let them, and let the public, 

observe the results for themselves. Weare satisfied that theserambled 
broadcaster will thereby eliminate himself. The way will then be 
open for the motion picture exhibitors, the men most experienced in the 
field of mass entertainment, to join forces in supplying both the shows 
and the showmanship necessary for the development of soundly exe- 
cuted, constructed, and operated cable theaters throughout the Nation. 
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This will not happen at once, but will be done in an orderly, step-by- 
step fashion. First, initial tests; then extension of these tests; then 
expansion to many markets throughout the country. The motion- 
picture exhibitor, who already has a tremendous stake in bringin 
mass entertainment to the American public, is the proper group, both 
by experience and by reason of existing investment, to take this ae 
forward, in our judgment. That is not to say, and let me make this 
clear, that we eliminate the possibility of anyone joining forces in the 
development of a medium which has such a mass potential for expan- 
. sion if itis: soundly based. 

We offer our full facilities to the motion-picture exhibitor in build- 
ing modern cable theaters to back their experiments anywhere in the 
country. I might add that we offer these same test facilities to Zenith, 
Skiatron, and Telemeter, if they choose to avail themselves. 

Our company has exhaustively explored this field, including, I — 
add, the scrambled-broadcast technique which is, in fact, no novelty 
We are satisfied that the implementation of a program such as we 
have respectfully submitted today will drive forward the development 
of the cable theater, with long-range incalculable benefits to all con- 
cerned, most particularly to the public in the form of low-cost, quality 
entertainment in the home, which is not continuously available by any 
other means. 

Mr. Cox. Now, of course, the representatives who have appeared 
before this committee for existing sponsored broadcasts argue that 
there is no form of programing that any subscription television agency 
could make aveiiielite to the public that is not now, or will soon be, 
available to them on a free basis. 

Mr. Garrte.p. I have heard that argument presented, and I would 
want to make very clear that I personally, and my company in par- 
ticular, has only the highest regard for the progress that has been 
made by commercial television networks and broadcasters. I think a 
tremendous job has been accomplished in a short period of time. 
However, I do think at the level of programing that we are thinking 
of, that the economics of commercial television, as we know it today, 
simply will not sustain it. Let us talk about the sports field, which 
has been discussed widely in terms of subscription television depriving 
the public of a free opportunity to view ball games, and so forth. 

ow, it is simply a fact that a number of ball clubs—baseball clubs 
in particular—have already withheld all or a portion of their games 
from commercial television, and that is simply because the economics 
are such that the amount that they can get for the telecasting of the 
games—and this is as it is told to me; I don’t have figures to verify 
this—is simply not adequate to overcome their losses at the box office, at 
the ball field. 

Senator Porrer. Mr. Garfield, is it your opinion that in order for 
the public to receive programs that are not now available, such as the 
ball games that you mentioned, that it will be necessary to have some 


type of subscription television, whether it be scrambled systems or the 
cable theater ? 


Mr. Garrtetp. In quantity; yes, sir. Practically only by means of 
the cable theater in our opinion. 


Mr. Cox. Do = have any idea at all of the possible range of 


charges that would be made on a per-program basis? 
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Mr. Garrieip. We have examined this question in some detail, Mr. 
Cox, and the only answer that I can give you.is something like this: 
The charge that would be possible—and, obviously, if you are shooting 
at any mass medium you want to reduce the charge to its minimum in 
order to hit that market as hard as you can, particularly with us, as 
each new subscriber becomes a way of amortizing our investment ;.it 
depends on the percentage of saturation that the system achieves from 
the public. 

If it has a 3314-percent saturation, then the charges it will have to 
make to survive will be considerably different than if it has a 6624- 
percent saturation, and likewise on up. Generally speaking, we think 
a very high quality of programing—and please don’t hold me to these 
figures, because this is exactly why we want to get programing and 
get into the field, to establish the answer—but very high-type pro- 
graming could be achieved in a major mass market for around $100 
to $125 a year. I cite that figure for only one reason; [ am not sure 
of it. This is speculation based on paperwork and not experience in 
the field. I cite it only because, in reviewing earlier comments, I saw 
such preposterous figures as $1,100 a year for a family to be able to get 
subscription television service, and so forth. I think those figures are 
utterly ridiculous, and have no relationship to reality or any kind of 
mass service, and in our opinion this is not a service for the elite. It is 
a mass service. It is not for any special section of the country, al- 
though its economics might, from time to time, permit a servicing of 
needs of smaller groups in the national community that could not be 
otherwise serviced by a mass media. 

Mr. Cox. How many hours would be encompassed in programing 
oe that total annual charge—or what would be the per-program 
charge 

Mr. GarrretD. Well, the per program charge, if it were a per pro- 
gram service, Mr. Cox, would vary widely. A motion-picture film 
produced at one budget could be made available to the public, because 
of the charge that would be made to the operator, at a considerably 
lower cost than another film made with, let us say, a 2 or 3-million- 
dollar budget. Et would be impossible to establish an accurate figure 
for you on that. 

Mr. Cox. It would run at about $125 a year; that is about $10 a 
month, $2.50 a week. 

Mr. Garrtrecp. That is a best estimate, Mr. Cox. I wouldn’t cite 
that as any kind of firm figure, but to the best of our judgment, trying 
to do paperwork on this thing and estimate cost, service of that type 
at about that charge is practical. 

Mr. Cox. Now, what extent of programing would you propose to 
make available on such a system? Is this going to provide an 18-hour- 
a-day program availability, or are you going to concentrate on the 
evening hours, or the afternoon hours in the case of sports events, or 
what would be your proposal in the way of quantity ? 

Mr. Garrtretp. I would make this point: A cable theater, unlike a 
scrambled-broadcast facility, once installed there is no additional cost 
for the use of the facility, such as purchasing broadcast time which 
requires money. This would be nominal in its cost to use, only requir- 
ing studio personnel in order to implement it. 

We have therefore thought in a variety of terms on this question— 
thinking in terms of a backlog of specialized children’s programs 
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perhaps in the afternoon; a variation in type of programing during 
various hours of the day, aimed at the housewives in some cases with 
programing available of a type they would be interested in; and being 
able to more or less equalize costs, with obviously your highest cost 
programing most likely to occur in the evening hours. 

We would like to make a rather full use of this cable theater once 
we have it, and if our season-ticket concept is sound, and we believe 
it is, we could supply programs for a great many hours a day, and 
probably much more than any broadcast facility could supply. 

Senator Porrer. Would you envision more than one cable-theater 
system in a community? 

Mr. Garrte.p. It is entirely conceivable. It could happen. 

I think, Senator, that would depend a great deal on how the eco- 
nomics of the industry shaped up, as to whether a community of a 
given size could sustain more than one. 
~ Mr. Cox. Now, I take it, then, that it would not be feasible through 
such a system to furnish the public with public-service programing— 
with discussion of public issues—unless you found a format which 
would support the charge, and that therefore this does not have the 
possibility, claimed for scrambled broadcast, that the additional eco- 
nomic support to be derived from subscription service would permit 
the establishment of essentially new stations in small areas not now 
capable of supporting a television station; and that outside of the lim- 
ited percentage of time devoted to subscription broadcasts, this station 
would be providing well-rounded, balanced programing, including 
sustaining programing as well as commercial programing. 

Mr. Garrietp. On the contrary, Mr. Cox, I can see no reason at all 
why public-service programs should not be made available via cable 
theater. Asa matter of fact, it appear to me entirely feasible from an 
economic point of view. The theater is there. It exists, and it costs 
not one whit more for that theater if it is used or if if is not used, the 
only increased cost is the nominal cost of operating personnel, and 
that I expect the theater would require anyway to have on tap. So 
there is no reason at all why time could not be allocated to public- 
service programing, and on a considerably more feasible basis. 

Actually, my guess is that a telecasting station is going to want to 
be commercial a good percentage of its time regardless of the circum- 
stances with reference to subscription television. A cable theater has 
the theater right there, and can make it available to the public, to gov- 
ernmental agencies, to service agencies of various kinds very readily, 
and at very low cost. 

Mr. Cox. Well, would it be free to the public? Could there be cer- 
tain programs offered through this facility which could be borne by 
the operators of the cable theater and charged against the receipts 
taken in? 

Mr. Garrtetp. That is entirely feasible. There is no reason at all 
why not, Mr. Cox. 

Mr. Cox. So that, then, if this cable theater were superadded, say, 
to a community antenna system operating in a small community, it 
would be possible for it to put on a program plugging the local com- 
munity chest drive, to put on a local program featuring local people, 
and in some sense provide the function of a local television station. 

Mr. GARFIELD. Absolutely. 
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Briefly, then, if I may summarize the essential points I have made: 

No. 1, Jerrold is prepared technically today to launch construction 
of cable theaters anywhere in the United States. 

2. We strongly recommend that this committee do everything in its 
power to immediately assure the privilege of performing test opera- 
tions for Zenith, Telemeter, and Selden along the lines which we 
have discussed. Weare convinced that their scrambled broadcast pro- 
posals are impractical, and when subject to actual operation, will be 
strangled by their own excess of economic and technical deficiencies. 
This, then, will clear the air, in our opinion, for the orderly and prac- 
tical development of the only feasible means for the distribution of 
high quality box-office entertainment to the home, namely, the cable 
theater. 

3. We are convinced that the progressive motion-picture-theater 
operators of America are natural lien in the development of the cable 
theaters. We are happy to offer our full facilities in cooperation with 
any group or groups of motion picture exhibitors for the construction 
of a soundly conceived cable theater anywhere in America. 

Finally, let me repeat that Jerrold is convinced of the soundness of 
its proposals for the cable theater. We are convinced that this concept 
and its ultimate scope is much too large to be clutched to the bosom of 
ane one company or group of companies. 

Mr. Cox. Are there other companies in the country capable of per- 
forming the same functions Jerrold would perform in connection with 
the development of such a system ? 

Mr. Garrietp. There are other companies in the business of making 
distribution. I think we can do it best, and have done a great deal 
more work in specific development in the area of cable-theater appli- 
cations. 

We are satisfied that the ultimate decision on a matter of such sub- 
stantial import to the public should not, and ultimately will not, be 
the property of Zenith, Telemeter, Skiatron, or Jerrold. Neither will 
it be the property of the Commission or even of this important Com- 
mittee. The final decision will be made by the public in the public 
interest. The public will see to that. We are happy to submit our 
proposals to you and to them. 

Gentlemen, if I may make one additional comment, I would like 
to address myself to some of the comments made with respect to the 
community antenna system, in which we have a substantial stake as 
well. The community antenna system is only germane to these hear- 
ings, as we see it, in terms of its establishing facilities for the reception 
of television signals on a strong basis. However, it has been said we 
have been pirating, in earlier comments. 

I would like to address myself to that. Our service in the commun- 
ity antenna system field is in effect the leasing of an antenna facilit 
for areas which could not otherwise get the signals as well, or at all, 


that we make available to them through this antenna facility. That 
is strictly all a community antenna system does. Unlike what we 
have been discussing here today, with reference to subscription tele- 
vision, it is not a Programming service. It does not touch program ng 

ses 


in any way. It does not merchandise programing. It merc 
an antenna facility. It leases an antenna facility. 

Now, it has been said in earlier testimony—and perhaps more than 
once, I don’t kwow—that this constitutes pirating of property. I 


andi 
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really think that that indicates a complete lack of comprehension of 
what a eee antenna system is; and, as a matter of fact, in the 
areas of eastern Pennsylvania which were referred to in particular, 
1 would be happy to have the committee, or any of the witnesses dur- 
ing the course of these-hearings, address themselves to any number of 
UHF stations in that area—one, I might add, is close to Allentown; 
it is Bethlehem, which is contiguous—and get their view of community 
antenna systems. Far from viewing them as pirating anything, they 
view them as making a free will gift of what is most important to any 
telecasting facility, namely, extension of coverage, which couldn’t 
otherwise be had. And UHF in particular, with its problem of 
shadowed areas and holes in primary area coverage, has found it par- 
ticularly desirable and we have the most cordial relations with any 
number of stations whose signals are made available to additional 
coverage of the population that they desire to serve by means of this 
antenna facility which is made available to people in these areas who 
cannot of their own afford the costs necessary to receive these signals, 
so I would like to set the record straight on this question of pirating. 

If we are pirating it is amazing that there are apparently no laws 
against piracy, because we have been doing it very publicly for the 

ast five years. Now, someone might suggest that there ought te be. 

don’t think so. I think community antenna systems provide a serv- 
ice which is extremely important to the television industry. Actually 
today, although we only serve something on the order of a million 
people—which is considerable of itself, but a small fraction of the 
population of the country—it is our opinion that ultimately the 
highest va television reception is going to be extended much more 
widely than that and render a service to a much larger percentage of 
the public, and thereby benefit the television industry as a whole, of 
which we are very much a part, and whose overall health we are very 
much concerned with. 

Senator Porrerr. I wish to thank you for your testimony, Mr. Gar- 
field. We have the documents you referred to in your testimony. 
The summary used by Mr. Shapp in the television debate you referred 
to will be made a part of the record at this point. The reply com- 
ments of your company in FCC Docket No. 11279, dated September 8, 
1955, having been filed with the Commission, will be incorporated by 
this reference and retained in the committee’s files. 

(The first item referred to is as follows:) 


A COMPARISON OF SCRAMBLED BROADCAST AND WIRED SYSTEMS FOR ESTABLISHING 
A SUBSCRIPTION TELEVISION INDUSTRY 


Prepared for a panel discussion on WCPO-TYV, Cincinnati, Ohio, by Milton J. 
Shapp, president, Jerrold Electronics Corp., Philadelphia, Pa., September 15, 
1955 


The concept of subscription television is soundly based upon two factors: 

(1) The producers and promoters of box-office attractions are seeking a 
profitable method by which they can sell more tickets. 

(2) The public desires to see top-quality sports and theatrical box-office 
events at the lowest possible prices, and in the most comfortable and con- 
venient manner. 

Thus, if a method can be found to place a turnstile in front of each television 
set, the largest possible mass audience can witness the great sporting and 


theatrical events right in their own living rooms, and these two objectives can 
be attained. 
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To reach this mass audience is more than just a desire on the part of pro- 
moters and producers. It is an economic necessity in order for them to survive. 
The rise of television in the past 7 years has created a competitive situation in 
the entertainment field that is keenly felt at their box offices. This coupled 
with traffic, parking, babysitting, and other problems has reduced box-office 
receipts in some fields to such an extent that many theaters and sporting arenas 
have already closed their doors, and many more are operating on a loss or 
marginal basis. Some promoters have allowed their events to be telecast with 
the sad result that, in most cases, the additional revenue received from television 
has been offset by further reductions in gate receipts. Thus many sporting 
events have either been taken from the air waves, or their promoters are planning 
to drastically limit or eliminate such broadcasting in the near future. 

That subscription television will be the answer to their economic problems is 
evidenced by the success of theater television which is but one step in the direc- 
tion of reaching the large mass audience. The further extension of theater 
television to make each television set a projection screen for exhibitors, will 
enlarge the audiences, and lower the prices to the public. 

The television networks and broadcasters who are opposed to the Zenith, 
Skiatron, and Telemeter proposals for subscription television, with great una- 
nimity, take a stand only against the use of scrambled broadcasting that would 
preempt spectrum or use broadcast time of television stations for an encoded 
subscription service. The joint committee on toll television (subtitled the com- 
mittee against pay-as-you-see TV) in its comments filed with the FCC on June 9, 
1955, states: 

“The joint committee does not urge that subscription television per se is in- 
evitably against the public interest. For example, it is conceivable that a sub- 
scription television proposal to use existing common carrier facilities, in a 
closed circuit type of operation, would supplement rather than supplant existing 
television service and might, therefore, reasonably be found to be in the public 
interest.” 

This opinion is echoed with variations by the NARTB, CBS network, Broad- 
easting Telecasting magazine, and others. 

On the following pages, it is shown that not only is a wired (closed circuit) 
subscription television service feasible, but it is in fact the only practical way 
in which subscription television can be brought to the American public. Scrambled 
broadcasting is superior only in the amount of publicity that has been generated. 
The use of wired systems will in one fell swoop achieve the desired goal of the 
producers and promoters of box office events, serve the best interests of the 
public, and eliminate the major opposition that now exists to subscription tele- 
vision. Further, since no legislation of FCC rule changes are needed, installation 
of wired systems can be started without delay. 

The supporting data to back up the conclusions presented herein is contained 
in the reply to comments submitted by Jerrold on September 8, 1955, to the 
Federal Communications Commission. A copy of this 40-page booklet may be 
had upon request. 

1. CAPITAL REQUIREMENTS 


The capital investment needed to wire a city for subscription television is less 
than the investment needed to provide a subscription service by means of 
scrambled broadcasting. Complete data substantiating this statement is con- 
tained on pages 10 to 15 of the Jerrold reply to comments to the FCC of 
September 8. The following factors are revealed: 

(a) The average cost of installing a Zenith or Skiatron decoder will be a 
minimum of $85 to $100 with Telemeter considerably higher. When 40 percent 
subscriber saturation is reached in a city, the average cost per subscriber to a 
wired system is $83.50. The decoder installation cost per subscriber for the 
scramblers remains essentially constant, whereas the cost per subscriber for a 
wired system drops steadily as saturation increases. 

(Nore.—These figures are quite low compared to the cost of building a theater. 
For example, a prominent theater architect estimates the cost to build a 1,000- 
seat movie house is between $250,000 and $300,000 or $250-$300 per seat. A 
drive-in theater to hold 400 cars would cost approximately $125,000, plus land.) 

(b) The operating costs for servicing and maintaining a wired system are but 
a mere fraction of that required for running a scrambled broadcast system (com- 
plete details contained in pages 16-28 Jerrold reply to comments, June 1955). In 
addition, scramblers will either have to buy expensive broadcast time or they'll 
have to invest in their own TV stations. Neither expenses would be incurred 
by wired system operators. Initial investment for establishing service must be 
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sufficient to cover operating losses until there are sufficient subscribers to place 
system operation in the black. Thus these higher costs for service, maintenance, 
and broadcast time (although operating costs) will be reflected in the initial 
investment requirements. 


2. SECURITY OF PROGRAMING 


Each of the “encoding” methods proposed by the scramblers can be broken easily 
without payment. This can be likened to the investment of millions of dollars 
in theater properties followed by mass distribution to the public of free admission 
passes. 

Zenith, Skiatron, and Telemeter all recognize that the economic basis for the 
operation of their proposed system is dependent upon code security. For this 
reason, they have spent many years of engineering research and many thousands 
of dollars in an attempt to develop what they consider foolproof systems. 

In their comments filed with the FCC in June 1955, all three claimed that their 
codes could not be broken. In fact, Zenith stated (p. 34) that it was not practical 
to break their code even by cryptographic analysis. When Jerrold issued its 
first statement in June that it could easily break any broadcast television code, 
all three proponents scoffed at these claims. 

However, what does one find in their replies to comments a scant 3 months 
later. Zenith now doubts the security of the Telemeter and Skiatron systems 
(p. 46, Zenith reply to comments). Further, Zenith states that only public 
tests will determine whether or not the public will try to sneak “their heads 
underneath the tents” to view the programs without paying. One might well 
wonder if this is not but fancy language indicating that Zenith now recognizes 
that their proposed system, too, has a security problem. 

Telemeter states in their reply to comments (p. 2) that the Zenith and Skiatron 
systems “fall far short of these objectives” (code security). However, Telemeter 
still holds to its contention that the basis for success of their system hinges on 
code security. 

Skiatron infers (pp. 4 and 5) that only their decoder (using a printed circuit 
card for a “key’’) would deter bootleggers. Skiatron then goes on to build up 
a case that their system is simpler, more economical, and apparently does not 
possess the multiplicity of codes that Zenith and Telemeter claim for their 
systems. 

Each of the scramblers agrees with Jerrold that the “other two” systems lack 
security. We might well conclude that “among men who know decoders best it’s 
Jerrold two-to-one.” 

It is all very confusing. To clarify matters, Jerrold has challenged all three 
of these companies to cooperate in FCC supervised tests and public demonstra- 
tions to determine security of their respective codes. To date, no indication has 
been received whether any of these proponents will accept this challenge. 

The wired system proposed by Jerrold is secure because programs are available 
only by direct cable connection to the system. No coding of signals is necessary. 
As with telephone service, simple on-off switches or filter circuits separate those 
who pay for the service from those who do not. Even “meter jumping” in the 
home will not produce pictures because there is no signal in the cable leading to 
the subscriber’s program selection switch until this switch is operated by the 
subscriber. Then, when this switch (or even a bootleg switch) is operated, an 


automatic record is made at the company’s central office, and the subscriber is 
billed accordingly. 


3. SERVICE, MAINTENANCE, AND OPERATIONAL PROBLEMS 


The scramblers must install a decoder on the back of each subscriber’s televi- 
sion set. This decoder, in a fashion similar to an octopus grasping its prey, 
sends tentaclelike adaptors under tubes into at least six places in the circuitry 
of the receiver itself. Thus a scrambled broadcast operator would make his 
major capital investment in devices physically attached to, and electrically 
integrated with, other people’s private and easily removable property. The 
subscriber’s television set would become half-owned, half-loaned, with a third 
party—the finance company—sometimes showing an interest. 

Not only would this situation jeopardize the great investment of the system 
operator, but it would create tremendous service problems. Independent service- 
men would be unable to fix just half of the subscriber’s receiver. The scrambler, 
or his authorized service agency, would have to assume complete responsibility 
for servicing the receiver as well as the decoder. This would necessitate the 
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building of a huge service organization and could lead to the establishment of a 
monopoly in the television service business that would threaten the existence of 
all independent television servicemen in his area. 

Since all of the company’s equipment (with the exception of the encoder) is 
located in subscribers’ homes, no practical plan of preventive maintenance can 
be put into effect. All servicing of the equipment must be done on an individual 
call-for-service basis in a subscriber’s home during hours that are convenient to 
the subscriber. This would not only increase the number of service personnel 
needed for maintenance purposes, but would greatly increase the size of the 
truck fleet required to transport this personnel and necessary test equipment. 
The problem is further complicated because scrambled pictures would be broad- 
east for only a short period during the day (limited by Zenith to 15 percent of 
the broadcast time) so that unless the serviceman calls at the time when coded 
air signals are available, he has no method of checking actual operations of 
decoders and sets. 

The entire service operation is one of confusion. A scrambled system will be 
expensive to maintain. The overlapping and divided service responsibilities 
and the resultant customer relation problems will greatly increase the financial 
burden borne by the company. 

With a wired system, none of the above problems exist. Installation of cable 
service to the subscriber’s home is accomplished in a manner similar to telephone 
connection. A thin coaxial cable is brought into the house and terminated in a 
small terminal box on the baseboard or wall at the rear of the television set. A 
lead from this box connects the antenna terminals of the television receiver. No 
internal connections are made to the receiver. 

Responsibility of the cable company ends at its wall terminal box. Responsi- 
bility of the television serviceman starts at this point. There is no overlap of 
responsibility. In case of doubt, a test receiver can be brought to the .sub- 
scriber’s home, connected across the terminal box to determine whether the 
quality of signals supplied by the cable operator is up to par. This is a method 
which is already in use in over 400 communities throughout the country now 
serving 300,000 subscribers to community antenna systems. It is a method that 
eliminates confusion, and permits a lower cost operation. 


4. QUALITY OF SIGNAL DELIVERED TO SUBSCRIBERS 


The scramblers would have no control whatsoever over the quality of signal 
received by their subscribers, since reception of signals is entirely dependent 
upon propagational factors, subscriber antenna conditions, and can be affected 
by many types of local interference to be found in the various areas of reception. 

In Zenith’s June comments to the FCC (appendix, p. 64 and 65), their engineer- 
ing data reveals serious problems with dropouts of codes due to ghosts, interfer- 
ence, and possible airplane flutter. There is no practical way of overcoming 
these problems, even if the operator of the scrambled broadcast system under- 
took the expense of installing new antennas at each subscriber’s receiver and 
then constantly replaced these antennas as they deteriorated. Like the well- 
known arrow, the scrambler’s signals are shot out into the air. Quality of 
reception is completely outside of his control. It may be argued that this is no 
different than the problems faced by regular broadcasters of television programs, 
but it must be remembered that there is a vital difference. In this case the 
customer is now paying for the programs that he views and expects quality 
pictures as well as quality programs. 

The operator of a wired subscription service has complete control of quality 
of signals delivered to his subscriber. The problems of propagation or external 
interference in an area are eliminated because signals are delivered by shielded 
cable directly to the subscriber’s set. No antenna is required to pick up the 
subscription programs. 

The quality of picture clarity can be guaranteed by the wired-system operator, 
since he has absolute control of signal quality right up to the subscriber’s wall 
terminal box. Ail equipment carrying the signals to this terminal box are 
accessible outside the subscriber’s home so that preventive maintenance sched- 
ules (similar to telephone-company procedures) can be employed to make certain 
that signal-distribution equipment is constantly operating at peak performance. 
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5. BILLING AND COLLECTING 


Plans proposed by Telemeter, Zenith, and Skiatron for collecting their accounts 
receivable flaunt established business methods. 

Telemter proposes to dispatch house-to-house collectors to empty out their coin 
boxes. Coin-operated devices were last seen in the American home many years 
ago. They were removed by the gas and telephone companies when they were 
found to be too cumbersome and expensive to service. Telemeter would even 
compound collection problems by having their coin collectors change code cards 
and handle decoder-service problems. 

Under the Skiatron and Zenith proposals, the subscriber would punch a board 
or a card to indicate the number of programs viewed. Zenith and Skiatron 
would then depend upon the subscriber returning this record to them so that they 
could bill the subscriber for the programs viewed. This would be like a telephone 
company asking its subscribers to keep a record of all calls placed so that at the 
end of the month the subscriber could advise the telephone company how much 
he owes. If a card is not returned to the company, there is no simple way to 
collect for the programs viewed. Further, the chance for future revenue from 
the subscriber is lost because additional cards will not be sent out. 

Methods of billing and collecting from wired-system subscribers are much 
simpler. There are two types of plans that could be put into operation: 

(a) A season ticket plan can be utilized, whereby a customer would sub- 
scribe for a well-balanced package of entertainment including sports, movies, 
theatrical events, operas, etc. The customer would be billed on a monthly basis. 
This -would do away with individual metering devices and reduce the cost of 
billing procedures. It would result in lower program charges to the public. 
Many facets of the season ticket plan are now being studied by Jerrold. A de- 
tailed report and analysis of the pros and cons of this plan is being prepared 
and will be issued within the near future. 

(b) Program per program billing is accomplished by incorporating a switch 
in the wall terminal box behind the subscriber’s television set. This switch 
operates a filter-amplifier device located outside of a subscriber’s house that 
permits the program signal to pass into the subscriber’s television set and at 
the same time sends another signal back along the company’s cable to a cen- 
trally located meter that automatically records the exact time that any sub- 
scriber views the programs. The company maintains an accurate and permanent 
record at its central office from which to bill its subscribers. The subscriber 
cannot receive programs unless the selector switch is operated. When he oper- 
ates this switch (or any bootleg switch) he automatically records the informa- 
tion for billing. No cards; no punchboards; no money collectors. Billing and 
collecting on a Jerrold wired system can be accomplished at a minimum cost 
with the least amount of confusion. 

The important thing to note about the metering methods available to a wired 
subscription service is the fact that nothing new, novel, or untried is required. 
The time-proven methods, based upon years of experience of power, water, and 
telephone companies, can be readily adapted to the wired subscription service. 


6. PROGRAMING TIME 


The broadcasters have expressed fears that unlimited scrambled programing 
could undermine the broadcast industry. The scramblers are quite content to 
accept limitation of programing time as a necessary evil in order to coexist 
with the broadcasting industry. 

Even Skiatron, who proposes the use of new UHF stations in many areas, 
bows to this concept. They state (p. 19, Skiatron reply to comments, September 
1955) : “Skiatron seeks only a limited number of hours a week. It could not 
now, nor in the long foreseeable future, use more.” 

Telemeter states (p. 13, reply to comments, September 1955): “The number of 
programs for which a direct charge can be made are relatively scarce; not 
nearly enough to utilize anything but a small percentage of the time on tele- 
vision stations.” 

Zenith would have the FCC limit by law the maximum time of subscription 
programing to 15 percent of the broadcast hours. 
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One wonders if any sound investor should agree to such a limitation of plant 
utilization, which could only result in higher charges to the public per program 
in order to amortize the heavy capital investment and high cost of system over- 
head. One wonders if Zenith would condone a law that restricted its manu- 
facturing plant operation to only 15 percent of the working day; and if so, 
how much more its products would cost. 

A wired system is available for programing 24 hours a day throughout the 
year. Once installed, its facilities are available around the clock without the 
additional financial burden of paying for broadcast time. Perhaps of even greater 
importance, the wired system operator is not compelled to negotiate to obtain 
desirable broadcast time for the operation of his cable theater. Instead his pro 
gram timing can be molded at his discretion to suit the tastes of his subscribers. 

The greatest potential audience is available between the hours of 7 p. m. to 
10 p. m. Nevertheless, the income potential of less popular hours must not be 
ignored. Theater exhibitors are very much aware of this. It is only necessary 
to examine many existing ticket policies to understand how the less popular 
hours can be used to produce revenue. Most theaters charge more for evening 
shows than matinees; more for Saturday, Sunday, and holidays, than for week- 
days. 

A wired subscription system can employ the same ticket policies—repeating film 
performances at any hour of the day or night, in order to increase its gross 
income—thus permitting the lowest possible program prices to its subscribers. 
Only current sports events would be limited to a one-shot exploitation. 

Could a theater long afford to stay in business if it limited itself to only one 
film showing each day? 


7. PUBLIC RELATIONS 


The public-relations problems faced by the scramblers will be enormous. The 
American mind is not conditioned to the concept of paying to view its television 
programs. Ever since the inception of broadcasting, it has been merely necessary 
to flip a switch and take a choice of all programs on the air. It will be very 
difficult for many thousands of people to understand why suddenly during cer- 
tain hours when they tune to their favorite channel, they will only hear “jabber” 
and only see drifting meaningless patterns, unless they pay the scrambler a fee. 

The scramblers would find it necessary to spend a considerable sum of money 
on a well-planned and well-coordinated public-relations program, otherwise they 
may well find that many of these people will not consider it an act of “dis- 
honesty” to try to beat the game and witness the programs without paying for 
the so-called privilege. For in effect, it will be the scramblers, not the public; 
that will be flouting American traditions. 

The enormity of this problem lies bared when it is considered that all the 
money spent to date by Zenith, Skiatron, and Telemeter to promote scrambled 
broadcasting has only served to create confusion within the television industry 
itself. It has hardly dented the minds of the public except to cause questioning 
as to what this is all about. 

The operator of a wired system will not face this public-relations problem. 
Only when a person subscribes to the service will he be asked to pay for the pro- 
grams he views. If he does not subscribe to the service, he can still see all his 
favorite programs broadcast by his regular stations. He does not tune to. a 
channel to find that the program he would like to see is not there, and what is 
there he cannot see. 

For years the American people have paid regularly for wired services supplied 
by the telephone and power companies. They are conditioned to the concept 
that they must pay for services that are delivered by wire. 


8. LENGTH OF TIME TO ESTABLISH SERVICE 


On page 54 of the September 16, 1955, edition of Collier’s magazine, Bill 
Davidson sums up a study on scrambled broadcasting by stating “Most experts 
don’t expect any final decision on toll TV until about 1960.” This same delay 
ee echoed in many newspaper and trade magazine accounts describing thé 
situation. 

Even if scramblers should succeed in obtaining FCC and congressional approval 
and even if they should succeed in establishing the legality of their service in 
the courts, it will be at least 5 years before they would be in a position to start 


making tests of public acceptance for their proposed form of subscription tele- 
vision. 
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A wired subscription television service can be started immediately. There are 
no rule changes necesasry. Operation of “cable theaters” is not within the 
jurisdiction of the Federal Communications Commission or any other govern- 
mental body. 

Jerrold is now preparing to test public acceptance of subscription television 
on four of its community antenna systems located in different sections of the 
eountry. In early 1956, construction of multichannel community antenna sys- 
tems (with a channel reserved for subscription television) will commence in 
2 cities of over 100,000 population each. Preliminary engineering is now being 
doné.in a metropolitan area of approximately 1 million people leading to the wir- 
ing of this area for subscription television programing. 

Actual installation of wired television systems is contracted to electrical con- 
struction companies who have equipment and trained personnel available to do 
this job on an economical basis. Average rate of construction is 1 mile a week 
per crew. Ten crews of five men can wire a city of approximately 600,000 popu- 
jation in about 2 years. Additional crews could increase the rate of construction. 
Thus, wired systems can be built and placed into operation in medium-sized 
cities and in metropolitan areas long before the scramblers can hope to float 
their first coded signal into the air. 

The only requirements for starting and operating a wired subscription service 
is the availability of top-quality box-office attractions—theatricals, movies, 
sports, ete.—plus the necessary capital to erect the cable theaters. 

Based upon all the information contained above, we should like to relate a 
business fable. 

“There are two ways that a water company can deliver water into the homes 
of its customers: 

“A. Install pipes from the water source into each home. Install pumps along 
the route to maintain proper pressure. Build filtration plants to insure purity 
of water delivered. Install valves in the pipes to control water flow. Install a 
meter at each subscriber location in order to bill customers accurately for water 
used. 

“B, Install rain collecting tanks in each subscriber’s home. Lease or sell float 
mechanisms to subscribers to measure amount of rainfall collected in each tank 
after each rain. Hire a rainmaker to bring rain. Ask subscribers to report each 
month on readings taken from float mechanisms in order to bill customers for 
water received and used. Assume no responsibility for purity of water de- 
livered to customers. Request police assistance to force noncustomers to remove 
pots and pans from roofs and windows of their homes. 

“Question: Which method is most widely used by water companies in America 
today?” 

The answer to subscription television is equally clear. Exhibitors will soon 
build the largest, most economical theaters in history. Relatively inexpensive 
coaxial cables and electronic equipment will replace concrete and steel. No 
seats or projection screens will be needed. The public will sit on their own sofas 
and chairs and witness attractions on their own television sets. The great mass 
sale of tickets at low prices will create a tremendous market for the finest 
possible box-office events. 

This is Jerrold’s blueprint for the future of the about-to-be-born subscription 
television industry. 


Senator Porrer. Mrs. Cornelison, we are delighted to have you 
present your views to the committee. If you would like to identify 
yourself for the record, we would be happy to hear from you. 


STATEMENT OF MRS. R. W. CORNELISON, SOMERVILLE, N. J. 


Mrs. Cornetison. I am very grateful to the committee for giving 
me this opportunity to state the case for the present system of free- 
television programs. 

To identify myself, I will tell you that I was the first chairman 
of the department of communications for the General Federation of 
Women’s Clubs, and am presently a member of the policy committee 
of the general federation, which is the channel by which resolutions 
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get to the floor of the convention and become the policy of our 
organization. 

I am also chairman of media for the National Council of Women, 
and in that particular am very much interested and very much 
concerned with the problems of educational television. I am very 
sorry that Mrs. Hartz, who is chairman of legislation for the Genera] 
Federation of Women’s Clubs; is ill and unable to appear -today, 
but she planed to file a statement, and if she has not already done 
so, Iam sure she will. 

Senator Porrrer. We shall be happy to receive her statement,’ and 
that will be made a part of the record. 

Mrs. Cornetison. Thank you very much. I am very sorry she 
can’t be here because she would be able to make a very clear case for 
our viewpoint. 

I am very much opposed to the pay-as-you-see television proposals 
because I believe them to be un-American and undemocratic for one 
thing and I think they are unfair. I believe that before long we 
will be able to agree that they are unfair, and I believe that before 
long we will be able to agree that they are unnecessary. 

It seems that it is very unfortunate to give a company an oppor- 
tunity to control information in this country. I am very much 
concerned about maintaining freedom of information, freedom of 
communications, and I feel that the freer we make television service 
in this country, the safer our fundamental freedoms are. 

I am also concerned with the difficulties that will ensue in homes 
where they cannot afford the pay-as-you-see television programs. | 
think it will make a discrimination. Television has done such a 
remarkable job in this country under the present setup. It has had 
a very great influence on life'in the home. It has been a matter of 
family interest, and has in many instances, we feel, been a deterrent 
to juvenile delinquency. Now I know you can answer and say that 
some of the television programs are not very desirable. That cor- 
rection lies in public opinion, and it will take care of it, I am very 
sure, as has been proved in many instances. So I feel very strongly 
that we must preserve this medium of communication which is rend- 
ering such an invaluable service, both in education, in entertainment, 
and in uplift. And anything that threatens it, I think, is a very 
serious matter. I am very much opposed to the idea of pay-as-you- 
see television, because I think it is unfair to present set owners. 

You do not have to travel far in this country to see apartment houses 
with regular forests of antennas on the roofs, and we know that those 
sets have been purchased by families, painfully paying a little down 
at the beginning and so much a week for the privilege of what they 
believe to be free entertainment and free information. It is to me 
a very serious threat to these viewers, and I believe very strongly that 
nothing should be done to interfere with their access to the very 
highest type of entertainment and information—the panel discussions, 
which are a liberal education; the very high type music programs 
which we have; the theater. 

Now much has been made today about the motion-picture industry. 


* No such statement has been received. 
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It is a very interesting development, I think, that the motion-picture 
industry which was afraid of television and felt that it was being 
injured by it is cooperating very enthusiastically at the present time 
with the broadcast networks. So, too, is the legitimate theater which 
felt that it was going to be very seriously interfered with and perhaps 
put out of business. They went through a period of slump. Now 
they know that with the development of programs on television that 
their business has increased. Actors are more in demand than ever 
before. 

Motion pictures cooperate with the television companies in putting 
on magnificent productions, and it does not appeal to me to think 
that we can—by paying a fee of $125 a year or something—that we 
can have good programs. 

We already have them. I am a fan of Dave Garroway. I listen 
every morning for nearly 2 hours to his program. It is a wonderful 
contribution to family life. So, too, is the Home program on the 
same network. So, too, are the spectaculars—Max Euless spec- 
taculars—and what could be better than the productions of Richard III 
and the Taming of the Shrew, and the magnificent program that 
Edward R. Murrow put on discussing the problems of the Arabs and 
the Jews. He was on the spot, interviewed distinguished Israelites, 
and the man in the street. He interviewed the leaders of Arab thought 
and the men in the refugee camps, and he presented a picture of that 
critical problem which we could not have gotten in any other way. 

These are only samples of what is being done by the great broad- 
casting companies, and their sustaining programs are a tremendous 
cakietba to American life. 

Therefore, anything that threatens the permanence of this system 
of television seems to me to be a threat to fundamentals in American 
living, and for that reason it seems to me that we should go very 
slowly indeed in approving any system that is a threat to this institu- 
tion. I would like to say that I represent the two organizations I 
mentioned. I cannot legitimately say that because, under our bylaws, 
we haven’t taken action on this proposal. It has come up too recently. 
But we do plan to present the matter to the floor of the general federa- 
tion convention in mid-May, and I can assure you that an organization 
with a paid membership of over 750,000 women will have a body of 
public opinion which I think is worth ae to. 

Senator Porrer. If any resolution should be adopted along this 
line, I know the committee would appreciate receiving a copy of it. 

Mrs. Corne.ison. Well, I will see that you get it, of course. 

Senator Porrer. We wish to thank you a Cornelison for givin 
us the benefit of your views. The committee will certainly give fu 
consideration to the remarks which you have made. 

Mrs. Cornetison. Thank you. 

Senator Porrer. Is there a representative from the National Council 
of Negro Women here? 

(No response. ) 

Then our next witness is Miss Hurley. We are delighted to have 
you before the committee, Miss Hurley. We are waiting with interest 
to hear your views on this subject. Will you identify yourself for the 
record, please. 

Miss Hurtey. Thank you. 
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STATEMENT OF MARIE A. HURLEY, NATIONAL BOARD MEMBER 
AND NATIONAL CHAIRMAN OF LEGISLATION, NATIONAL 
FEDERATION OF MUSIC CLUBS 


Miss Hurtey. Mr. Chairman, my name is Marie A. Hurley. T’m 
a native Washingtonian, an employee of the United States Govern- 
ment, and am affiliated with the National Federation of Music Clubs 
as a member of the board of directors and as national legislation 
chairman. 

The National Federation of Music Clubs, founded in 1898, is a 
nonprofit organization with representation in all 48 States, the Dis- 
trict of Columbia, and Mexico. Its membership totals approximately 
600,000 in over 5,000 clubs—senior, junior, and student. It has as its 
primary goal the promotion of American art and American music, 
with the accent on American youth. 

Today I have the privilege to represent the president, Mrs. Ronald 
A. Dougan, and the entire membership of the National Federation 
of Music Clubs. 

On behalf of this philanthropic organization, I wish to register 
protest against pay television, and to enter a plea for the continuance 
of free television. 

The National Federation of Music Clubs is opposed to pay tele- 
vision because of the unnecessary financial burden it would place 
on the American public, and because pay television would require 
that televiewers be charged for the programs they have been, and 
are now under the system of free television, enjoying free of charge. 
Further, the organization considers that pay television would be most 


discriminatory, since it would be available only to those televiewers 
who could afford to pay the required fee, and that pay television 
would in time jeopardize the scope and the quality of news and pub- 
lic service programing. 

Because free television has provided, and is C ptiincne valuable in- 


formation and entertainment that socially and economically is with- 
in the reach of the average American through the best perils cover- 
age of subjects, such as, politics, art, music, news, science and drama, 
the National Federation of Music Clubs favors the continuance of 
free television. And the federation realizes that the best in free tele- 
vision is yet to come. 

The system of free television, under which every American can 
watch television as much as he wants free of charge, serves the best 
interests of the American public and thereby justifies its continuance 
andexpansion. Not to be ignored is the significant influence free tele- 
vision will, as it gains in age and wisdom, exert in the promotion of 
the educational and cultural life of America. 

In brief, the National Federation of Music Clubs wants free tele- 
vision in a free nation for a free people. Therefore, on behalf of that 
organization, I would ask that all of you, representatives of the 
American people in the Congress of the United States, support free 
television so that it may continue in the future, as in the past and 
present, at the free disposal of all Americans all of the time. 

Thank you, gentlemen, for the privilege of being here today and 
for the opportunity to express the views of the organization I repre- 
sent. 
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Senator Porrer. We wish to thank you, Miss Hurley, and I assume 
that the views that you represent are the views of your organiza- 
tion and not just indiv idual views. 

Miss Hurry. That is correct. 

Senator Porrer. We wish to thank you for your fine statement, and 
Iam sure that the committee will give it every consideration. 

Miss Hurtey. Thank you very much, Senator, 

Senator Porrer. Now is there a representative of the American 
Mothers Committee here? If not 

Mrs. Corneutison. Mr. Chairman, I am a member of the National 
Board of the American Mothers Committee. 

Senator Porrer. And I assume that the statement that you would 
make would apply to that organization as well. 

Mrs. CornEison. [am very sure of it. 

Mr. Cox. We have received a telegram from Mrs. Poling, who is the 
president of the committee, suggesting that some representative, not 
named, would like to be here, but we would be h: appy to accept your 
indication of your membership. 

Mrs. Corneuison. Thank you. 

Senator Porrer. Mrs. Boute. We are delighted to have you here. 
Will you identify yourself ? 





STATEMENT OF MRS. MATHIEU BOUTE ON BEHALF OF THE 
ADVISORY BOARD OF THE NEW YORK STATE TRAINING SCHOOL 


FOR BOYS AND THE SOCIAL SERVICE AUXILIARY OF THE 
FRANCES DELAFIELD HOSPITAL 





Mrs. Boutr. I am Edna Boute, 
New Yorker by choice. 

I am a member of the advisory board of the New York State Train- 
ing School for Boys, where I have served for 11 years and was re- 
cently reappointed for 7 more years. I will be an old lady. I am also 
the founder and the first official chairman of the social service auxil- 
iary of the Frances Delafield Hospital, which is allied with medical 
center but whose work is altogether with cancer patients. 

Those are the two organizations for which I am speaking officially, 
but I am also a member of the National Council of Women in the 
United States, and what the former speaker said also expresses my sen- 
timent, and also the Allied Council of Women in the United States, 
and a member of the board of directors of the New York City Cancer 
Committee. 

I cannot speak for the cancer committee, but only through the organ- 
izations with which I am working very directly. I am very happy 
to say that in the past year I have been made a member of the board 
of directors of one of the most exciting organizations in New York 
City, the Manhattanville community centers, and as a member of that 
board we have pledged ourselves to do all of the community organ- 
ization work that will be involved in those magnificent houses that are 
being built in the process of rehabilitating Morningside Heights. Of 
course, as you know, that was backed by and spearheaded by Mr. David 
Rockefeller and some of the fine people connected with the 14 spon- 
75589—56—pt. 8——25 


a native of Louisiana but now a 
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soring institutions—Barnard College, the School of Music, Rocke- 
feller’s Church, Morningside, and a number of other fine institutions. 
So my interest in being here is because all of my life has been spent 
doing direct services to other people. 

Senator Porrer. And from the many organizations that you are 
affiliated with, I can see that you have a pretty busy life, too. 

Mrs. Bourr. A very busy life. Professionally I am a medical.social 
consultant and for several years was connected with the American 
Cancer Society, of which I am now a volunteer worker. 

What was my profession, I do now as a volunteer worker. And 
professionally, I am also a pharmacist and am now my husband’s 
business partner, so I have had an opportunity—I say this simply to 
point out that I speak out of interest, because I have never functioned 
in an ivory tower. I have met and worked with all ethnic groups 
and people of all economic levels, and what I say I say from the bot- 
tom of my heart because I know it to be a fact. 

I am an opposer of pay television. Of course, the proponents of 

ay television start out by offering the criticism that commercials are 
ag Hence the first thing they say they are going to do is to elimi- 
nate commercials. I hope if they succeed it will be one of the things 
that they have worked for. Opposers, however, of pay television 
recognize that there are commercials that are bad, but they are a nec- 
essary evil. Since American freedom must be balanced by American 
responsibilities, public opinion has been, and is still being, exercised 
progressively in raising standards and ethics in the industry to the 
extent that a recent study or survey by the ABC Research Department 
revealed that 88 percent of 750 viewers of free television, when ques- 
tioned on what programs they saw and if they listened to commer- 
cials, reported that they had found commercials both informative and 
interesting. 

Senator Porrer. As a matter of fact, I think there has been a great 
improvement in the industry in raising the standards for commercials. 

Mrs. Bours. I think so, too. 

The proponents claim that: Subscription television would present 
top quality box-office and entertainment features not shown by spon- 
sored television such as new theater quality movies, opening nights 
on Broadway, heavyweight championship fights, grand opera, in its 
entirety, by the world’s great opera companies, college courses for 
credit, ete. 

Of course, most of these are already being presented on free televi- 
sion, and certainly advances already made along these lines are only 
indications or preludes of future advances. For several years now, 
because of free television, Mr. and Mrs. America know what is going 
on throughout the world. Into their homes come the finest talents in 
all fields, not only of their country, but of foreign countries also. 
They can get all of the general information and scientific knowledge 
that television offers; the worthwhile and significant events of their 
Government and that of other countries; they hear and see the per- 
sonalities that keep the wheels of Government going. They travel 
through the museums of art. They see the evidences of the advances 
in the world of science. 

Subscription television would enable the privileged only to benefit 
and enjoy all of these things at the expense of the run-of-the-mill citi- 
zen who, because of status, would be obliged to accept and become ac- 
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customed to uninspired programs. Too, the propaganda and thought 
control potentialities of paid programs to a favored audience could 
well breed division, excluding, as it would, the stabilizing base of broad 
public coverage such as now exists. *. 

I suppose in a democracy it is just as Eo to have pay television 
as free television, provided laws and public acceptance are respected. 
But to my thinking and belief, advertisers make television possible, 
and the mass purchasing power of the so-called little man is where 
the volume is. So it is reasonable to hope and believe that due to 
practicalness we shall have free television for a long, long time; that 
there will be no interruption of the present system of communication 
which makes it possible for any owner of a television set to watch tele- 
vision to his heart’s content. 

Visual education is in its heyday. While television does not replace 
the teacher, it is a valuable new tool when properly used. It has great 
influence generally, and especially so in training schools for juvenile 
delinquents, the type with which I come in contact at the New York 
State Training School for Boys, ages 10 to 16. To dilute the program 
now being televised, as would happen for a number of years, at 
least, until pay television spent its force, would lessen the scope and 
quality now being viewed, and work adversely on our treatment pro- 
gram. We figure 70 percent of our boys become normal citizens 
through our treatment program. 

Senator Porrrr. That is a good record. 

Mrs. Bours. From the psycholological aspect, the shut-ins should 
constitute a basic consideration. I am talking now particularly of 
that paradoxical disease that kills that on which it feeds, which is 
cancer. 

Senator Porrer. Mrs. Boute, could I ask you this: Do you use tele- 
vision in your training school for boys as a therapeutic medium ? 

Mrs. Bourr. Yes, that is right, and of course we also use it for re- 
creation and education, and the programs are very carefully selected 
by the director of education. A donor has just made possible a special 
room where we shall have television, and I don’t know that you know 
that the State training for boys at Warwick is one of the most beauti- 
ful plants. The State established it 25 years ago as a research center, 
and whatever difficulties we have in not realizing the things that we 
want are due to budgetary problems. 

Senator Porrer. That is a common problem. 

Mrs. Bours. Yes. The State gives what they can. We have beauti- 
ful buildings. We have the cottage system. We have 16 cottages. 
The ideal would be to have not more than 25 boys in a cottage, but 
pressures have made us take more and we are still under pressure. 
Last year the pressure became so great that the State board of social 
welfare had to take over Otisville, which was formerly a tuberculosis 
retreat, and we now use that for older boys, over 16. 

Senator Porrer. I am particularly interested. I am an old social 
worker by profession. 

Mrs. Boure. Fine, then we have something in common. Now, I 
said in the psychological aspect the shut-ins should constitute a basic 
consideration. Pay television would be a sorrowful invasion of their 
peace of mind, their tranquillity, their acceptance of a slow death. 
The proponents of pay television minimize, or fail completely to rec- 
ognize, the disastrous effects of the loss of the privilege to enjoy free 
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television—what it will mean not only to the chronically ill, the in- 
curables, the handicapped, and the aged, but also the majority of 
viewers not able to pay. 

Consider, if you will, the effect on human personality when once 
barriers are like a prison. May I inject here about television, for 
instance, at the boys’ school? Those television sets were not provided 
by the State, but people who are interested in the work that we are 
doing have contributed a television set for every single cottage. 
Of course, these people—as my board of advisers say, the State would 
not pay to put in scrambled television, and the same thing holds true 
with the hospital. 

Now, the Delafield Social Service Auxiliary last year provided four 
movable televisions for the patients that are not ambulatory and that 
cannot go to the solarium, where we have a television on each floor in 
each solarium which was given to us by Arthur Murray. Now, the city 
of New York feels that it has so many demands that it will never pay 
for televisions and somebody else has to do it, and certainly if they 
don’t give us the televisions themselves, they would not pay for pay 
television. We would have to fork over the money or do without it. 

The establishment of a pay system is contrary to the concept of free 
enterprise, us has been repeated many times. It is undemocratic. It 
will give to much to too few. It will be a disservice to millions of 
families of low and middle income groups. By the irony of progress, 
the rich will become richer, from the supposedly super educational, cul- 
tural, spiritual, and recreational values that pay television offers. 

From the sociological aspect the largest minority group in this, our 
great country of great abundance, the Negro, will suffer an irrepa- 
rable loss. The majority of this minority group are still on the lowest 
rung of the economic ladder. Great strides have been made. A few 
hold top positions, but many, many barriers are still there—low pay, 
lower grade jobs, substandard living in racial ghettos. Despite our 
economy of abundance, he still lives on a substandard scale. Dis- 
crimination and segregation deprive him of the chance to earn a 
decent living, a fair chance for all that America has to give. Pay 
television would be an added social injustice. Therefore, this | 
believe : There is no sound reason, with a 70 million audience potential, 
why any program should be paid for. Advertisers should pick up the 
tab and give free any program such as the proponents of pay television 
have in mind. 

I thank you very much for this privilege, for more reasons than 
one, but primarily because in the early eighties my father, a French 
Creole, was for several years a member of the House of Representa- 
tives of the State of Louisiana. 

Senator Porrer. That is wonderful. 

Mrs. Bovrre. And you may know that segregation on the trains was 
instituted by the Louisiana State, and my father was the man who 
opposed the passage of that bill. I have here with me today a photo- 
static copy of the address which he made to the house when he opposed 
that bill. I have inherited my love for social justice from my parents, 
so I thank you very much. 

Senator Porrer. Thank you, Mrs. Boute. The committee will re 
cess until 2 o’clock this afternoon. I am sorry that I have another 
commitment; as a matter of fact, I am going back to Michigan, so ! 





TELEVISION INQUIRY 1431 


won’t be here this afternoon, but the committee will resume at 2 
o’clock this afternoon. 
(Whereupon, at 12:05 p. m., the committee recessed to reconvene at 
2 p. m., the same day. ) 
AFTERNOON SESSION 


Senator Brntz. The committee will come to order, and we will ob- 
serve the courtroom admonition of being quiet. 

Our first witness is Father Vizzard. We are very happy to have 
you with us, Father. 

Father Vizzarp. Thank you, Senator. 

Senator Brste. You may proceed. 


STATEMENT OF FATHER JAMES VIZZARD, NATIONAL CATHOLIC 
RURAL LIFE CONFERENCE 


Father Vizzarp. My name is Rev. Father James L. Vizzard, Society 
of Jesus, I am assistant to the executive director and eastern regional 
representative of the National Catholic Rural Life Conference. The 
national headquarters of the conference are at 3801 Grand Avenue, 
Des Moines, Iowa. I am also chairman of the policy committee of 
the conference. Before undertaking this position I was professor of 
economics at Santa Clara University, Santa Clara, Calif. 

Senator Brste. When were you professor there, Father ? 

Father Vizzarp. Three periods in my life: 1940-42, 1948-49, and 
1952-54. 

I appear here today, therefore, in a triple capacity: As an econ- 
omist, as a spokesman for a Catholic organization, and as a repre- 
sentative of the interests of rural people. 

In all three capacities I am opposed to pay television. I propose, 
however, to limit my remarks to those reflecting the interests of the 
church and of rural people. I believe that the economic as well as 
technical and other aspects of this issue have been adequately covered 
in testimony already submitted and I do not feel that on these points 
Thave anything to add. 

In my concern for the problems and possibilities of television, I 
am following the lead of the head of our church, Pope Pius XII. In 
a number of talks with, and statements directed to, leaders of the radio 
and television industry, Pope Pius has often pointed out that a medium 
which can so deeply and powerfully affect the spiritual and cultural 
roots of whole peoples as well as of individuals is of legitimate interest 
to the church. 

Only a few months ago, in an address to the delegates of the Euro- 
pean Radio Union, he reminded them that, “The good and evil which 
can result at the moment of broadcast or after it are incalculable and 
unforeseen.” And he admonished them: “Make absolutely sure, 
therefore, that television does not serve to spread error and evil. On 
the contrary, make it an instrument of information, formation, and 
transformation.” 

But there is reason for interest not only in the direct moral influence 
of television. Pope Pius also emphasized that educational, cultural, 
and spiritual advantages, as well as dangers, of this versatile new 
medium. He pointed out its power to present with unforgettable 
clarity the lessons of science, the facts of history, the beauties of art, 
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the truths of religion. He addressed himself particularly to one of 
the beneficial effects television can have on the family. 


Certainly he is to be praised who succeeds in holding at home both adults and 
little ones without requiring that they give up necessary and useful relaxation 
after days at work and study. * * * Television can contribute to this effect by 
reuniting the whole family around the set. 


It might be unnecessary to add that Pope Pius also gave special 
attention to the contributions television can make to the spiritual 
welfare of peoples. 


Television also can become a providential instrument for larger participation 
in the manifestations of religious life for all those who would be prevented from 
being actually present at them. The televising of liturgical ceremonies, the illus- 
tration of truths of the faith, the presentation of masterpieces of sacred art, and 
many other things will carry the word of God to homes, hospitals, prisons, the 
most remote centers of population. 


For these reasons the Pope took the occasion to remind his audience 
that— 


Television * * * ought to be helped continually to reach an increasing number 
of viewers. So make yourselves surmount economic and legal obstacles which 
encroach upon the extension of such a beneficent means. Study attentively all 
the administrative, legal, and technical provisions which increase your insight 
into it and consider above all the moral ends of the true welfare of men and 
families. 


It is because I share Pope Pius’ recognition of the actual and poten- 
tial value of television that I am concerned by the changes which I 
believe would be wrought by pay-as-you-see plans. 

I have read through much of the argument presented both at these 
hearings and elsewhere by the proponents of pay television as well 


as by the opponents. Having no ax of my own to grind, I have tried 
to think through and to weigh as objectively as possible the effects 
one might most reasonably expect pay TV to have on the quality, 
quantity, and variety of programing. 

Against the background of some intimate knowledge of Hollywood, 
with some understanding of the economics of markets and media of 
communication, a study of the pros and cons has convinced me that 
pay television would inevitably restrict the quantity and variety and 
lower the quality of TV content. Not that I believe that TV is now 
as good as it could and should be. But I believe that the facts and 
the arguments already adduced by those opposed to pay television 
are conclusive to the effect that deterioration rather than improvement 
must be expected from the introduction of pay-as-you-see TV. Under 
such a system, television would not tend, as Pope Pius recommended, 
“continually to reach an increasing number of viewers” ; nor, I believe, 
would it be able increasingly to contribute to the “moral ends of the 
true welfare of men and families.” 

Beyond this concern on general moral and religious grounds the 
National Catholic Rural Life Conference is interested in this issue 
because, as its very title indicates, it is concerned with the welfare of 
rural people. And although the point has not yet, to my knowledge, 
been brought out in these hearings, the interests of rural people are 
vitally involved in the problem of pay TV, perhaps more critically 
involved than any other major group of Americans. This belief is 
based on the following reasoning: 

Pay television, as I understand it, predicates its suecess on the 
assumption that, in addition to their outlay for the set itself, families 
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would be willing and able to spend about $2 a week, or $100 a year, 
to see these programs. I believe that it is obvious, however, that even 
in these days of general prosperity a considerable number of our 
American families, and particularly of our rural families, do not have 
that kind of money to spend for this purpose, especi: ally when they 
now receive it free. Whereas now all who can afford a set can without 
further expense enjoy the same program whether they live in a Park 
Avenue penthouse or a Main Street bungalow, under a system of pay 
television millions of families might well be an out from what 
pay-as-you-see advocates readily admit would be the cream of the pro- 
grams. Pay TV would create an elite whose willingness and ability 
to pay for the best would deny it to the rest. To allow that kind of 
class distinction to come into being where none exists, nor need exist, 
does not seem to me to be in accord with the American spirit or for the 
common welfare. 

As I understand it, the great opportunity and challenge of tele- 
vision, which perhaps has not yet been fully appreciated and certainly 
has not yet been fully achieved but toward which important strides 
have been taken, is to bring the best in entertainment, information, art, 
education, science, and culture to all and thus to contribute to the 
recreation and growth of the mind and spirit. Such an objective 
clearly cannot be accomplished by restricting the opportunity to those 
who can afford it or by cutting down the v: ariety and quality of pro- 
grams. This, I believe, is precisely what pay television would do. 

In this respect rural people are particularly vulnerable. I believe 
that it requires no proof that families in rural communities have fewer 
opportunities for spiritual and cultural enlargement than those living 
in major centers of population. They have more limited access to 
libraries, art galleries, museums, the legitimate theater, concerts, 
opera, and ballets, and all the other recreational, educational, and cul- 
tural opportunities which abound in the metropolitan areas. 

It would be proper here, I believe, to quote from the 1956 Policies of 
the American Denti Bureau Federation (p. 59) the following resolu- 
tion on radio and television : 

Radio and television broadcasting provides an invaluable service to rural 
areas and farmers. We strongly support the efforts made by the industry to 
expand and improve its coverage of news and farm affairs. 

We urge that the Federal Communications Commission give close scrutiny to 
the issuance of licenses and guard against any lowering of high standards of 


public service which might vitally affect programing and reception for farm 
families. 


We are firmly opposed to any Government regulations which might reduce, or 
threaten to reduce, service to rural listeners. 

Farm and rural families, therefore, are more than usually dependent 
on the broadcast channels, both radio and television, which represent 
for them a major contact with the best of our current national life 
and of our cultural heritage. The extent to which television has been 
providing for this need is most perceptively and amusingly described 
by William Zinsser in the April issue of Harper’s in an article en- 
titled “Out Where the Tall Antennas Grow.” With your leave, I 
would like at. this time to enter this copy of the article in the record. 


Senator Brste. It may be entered at this place in your statement, 
Father. 
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(The article referred to is as follows :) 


OuT WHERE THE TALL ANTENNAS GROW 
By William K. Zinsser 


When I went out to Iowa a year ago to get married, I wasn’t even sure that 
there was a State called Iowa. I had seen the Nile, the Congo, and the Ganges, 
but not the Mississippi. Beyond that river lay a mysterious land of waving 
wheat and stampeding cattle. According to Oscar Hammerstein, the corn grew 
as high as an elephant’s eye, and this seemed very high to someone who had seen 
corn only on the cob—and had never been able to look an elephant in the eye. 

Whatever would I talk about with my new relatives? I am one of those New 
Yorkers who spurn the call of the suburbs, with all their robins and roses. I 
stay in the city because I like to see the new plays and films, operas and exhibits, 
and try to keep up with the arts. But a huge area of ignorance remains— 
television. I don’t own a TV set. At the time of our wedding, this didn’t matter. 
The folks in Iowa didn’t have television either. So we talked about the weather 
and the cost of living, dogs and taxes, neighbors and politics. 

Weil, 1 year can make quite a difference in this coaxial age. When we went 
back to Iowa last fall, the house had changed. In a corner of the living room, 
where the dog used to sleep, a television set now stands. I tried to pretend that 
I didn’t notice, but it was no use. 

“Have you seen A View From the Bridge yet?” my mother-in-law asked, eager 
for word straight from Broadway. “We saw Arthur Miller on television the 
other day, and he made it sound absorbing. He explained how he tried to relate 
the tragedy of a Brooklyn family to the tragedies of Greece and Rome—you 
know with a chorus to comment on the action. The moderator compared the 
technique to Sophocles and Euripides.” 

My father-in-law asked if I had seen the world series. I confessed that it’s 
almost impossible for New Yorkers to get tickets to a world series held in New 
York, but that I had glimpsed a few innings poorly by craning my neck around 
some beer drinkers at a local bar. “Too bad you missed it,” he said. 

“T’ll be interested to hear how you like the movie of Moby Dick,” my mother- 
in-law said. “We saw a wonderful interview with John Huston on Dave Garro- 
way's show, and he told us how he filmed the whaling sequences off the Canary 
Islands, where the whalers still use the same phrases as the old New Bedford 
harpooners, like ‘thar she blows!’ He said he filmed it in a new process to make 
it look like those old whaling lithographs. He spoke about the symbolism of 
the white whale, and said that he used Melville’s exact words in many passages.” 

I had missed Huston’s interview, of course, and Moby Dick won't be released 
for months. Conversation swung to other celebrities. I gathered that every 
person who even carries a spear onto a Broadway stage appears soon afterward 
on Steve Allen’s night show. Van Heflin, Ruth Gordon, Michael Redgrade, Julie 
Harris—every star of the new theater season has confided his secrets to people 
in Iowa and 47 other States, but not to me. 

My mother-in-law got up to make dinner, and I commented that she was wear- 
ing a very chic dress. 

“That's the Y line,” she said. “We heard all about it on the Home Show. Ar- 
lene Francis had this designer from Dior’s studio in Paris to explain the new 
line. I got my winter dresses out and sat at the sewing machine for 3 days, and 
now I’m all set—at least for this season. I just hope that Dior and Arlene Fran- 
cis don’t give us another new style too soon. Some of the ladies in.town haven’t 
reconverted yet, and, of course, they’re quite embarrassed.” 

My wife’s teen-age sister put a record on the phonograph. Her heroes are Stan 
Kenton and other apostles of “progressive jazz,” so when she lowered the needle 
and raised the volume I braced myself for the old blast. But out of the phono- 
graph came a Bach fugue. Its rhythm was not as perky as Kenton’s, but its con- 
struction was trickier than anything the great Stan had put together, and Janet 
sighed with admiration. 

“Jeepers, catch that contrapuntal bass,” she purred. 

I asked here where she got the record. 

“We saw Leonard Bernstein on Omnibus,” she said. “He took this Bach fugue 
and showed us how it was assembled. Quite a few of the kids saw the program, 
and everybody thought it was real crazy. I had saved up to buy a new Ray 
Anthony record—he played here at the Golden Goon a few weeks ago—but I 
bought this instead. Isn’t it the most!” 
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Suddenly the lights went out, and my mother-in-law brought in dinner on a 
flaming sword. “Shashlik Escoffier flambe,” she announced. “This is the way it’s 
done in the best Continental restaurants. They demonstrated it on a cooking 
program on TV, and I wrote it all down. Last week we had fettucine al Alfredo, 
which was described on some program by a chef just off the plane from Rome— 
he even brought his own cheese—and then we had cherries jubilee for dessert. 
Tomorrow I’m making Stroganoff Tsar Nicholas, and I hope it works. The man 
who demonstrated it on TV fled from St. Petersburg just ahead of the Bolshe- 
viks with all his recipes, and he made it look very easy.” 

On Saturday afternoon we watched a football game on television. I had al- 
ways watched football from a chilly perch high in the stadium, where I got only a 
general idea of the action. I could follow the more obvious maneuvers, executed 
by the tiny figures far below—punts and passes and end runs from the plain old 
single-wing formation. Later, when the JT formation came along, I never did 
know which player had the ball, and my interest lapsed. 

Now, the TV camera took me right into the backfield as the Hawkeyes played 
the Badgers, or whoever they were. (Midwestern teams are always called by 
their nicknames; I never did learn what universities they represented.) The 
backs went through motions as intricate as a Watutsi dance, and they handled the 
ball with a legerdemain too fast for my eye. But they did not fool my father- 
in-law. He pointed out the spinners, fake handoffs, and buck laterals as if he 
had devised them himself. 

We New Yorkers never regained the initiative. The folks had seen an 
archeology program and knew more about the solar boat than we did, though 
we had been to Egypt and seen the boat itself. They were excited about the new 
ballet season, since somebody (was it George Balanchine?) had told them about 
itona TV show. They talked about the exhibits we would soon be seeing at the 
Metropolitan Museum of Art and they described the new opera productions. 

The weekend left us demoralized, and we wondered if we should buy a tele- 
vision set so that we could keep up with the Iowans. But they have too much 
of a head start. I’m working on another plan. I have subscribed to Agricultural 
Digest and the Pig Breeders’ Weekly. I went to a revival of State Fair and took 
notes. I’m reading Secretary Benson’s speeches and boning up on the soil bank. 
I’m hoping that my in-laws will watch television so much that they’ll forget all 
they ever knew about Iowa. That’s when I'll go out and tell them a thing or 
or two about corn. 


Father Vizzarv. This is what television is now doing and, in my 
judgment, is doing increasingly well. No longer are rural peoples 
denied the opportunities to share fully in the riches of our American 
life and heritage. These benefits come directly from programs pro- 
fessedly cultural or educational. But perhaps even more effectively 
they come indirectly through broad appeal entertainment programs. 
As a single example of this we may quote Charles Laughton’s com- 
ments on the program The Day Lincoln Was Shot: 

It is more than 90 minutes of entertainment. It is teaching without exercises 
or homework. It turns the home into an education center, which, after all, is 
what youth leaders and educators have been striving for for decades; isn’t it? 

If such opportunity for cultural and spiritual enlargement is im- 
portant to all people, it is of far greater value to rural people. 

On the basis, therefore, of our conviction that pay-as-you-see TV 
would surely diminish the effectiveness of the medium in performing 
this vital function the National Catholic Rural Life Conference stands 
opposed to any such fundamental change. 

enator Brete. Father Vizzard, thank you very, very much for 
your very able statement. We are happy to have you with us. 

Do you have any questions, Mr. Cox? 

Mr. Cox. No; I donot. 

Senator Brstr. I think that is all. Thank you very much. 

Our next witness is Mr. Pierson. 
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REBUTTAL STATEMENT OF W. THEODORE PIERSON, ZENITH 
RADIO CORP. 


Mr. Pierson. Mr. Chairman, the notice for this part of the hearing 
was for a selected representative of the proponents. The proponents 
as near as I can define them—though I am in some doubt after Mr. 
Garfield’s testimony—are Telemeter, Skiatron, and Zenith. J have 
been asked by the other parties—since I represent Zenith Radio 
Corp.—I have been asked by them to give the rebuttal in their behalf. 
However, I am not certain that I will cover all of the points they 
intended. I would like to reserve some of the time I have for them in 
case there are any points they have. 

Senator Bratz. We are happy to proceed in that way. You may 
proceed. 

Mr. Pierson. There have been some similes used to describe the 
proponents of subscription television in the record here, and particu- 
larly what we were trying to do here. Some of them have been 
rather complimentary and one of them has been quite uncomplimen- 
tary. One of them is that our technique is a Shier Whitee-tintler-the- 
tent technique, and. in another one we are trying to get a foot in the 
door, and I believe Mr. Cohn referred to us as trying to get a toehold, 
which was a slight change in the simile. Now, I want to make clear 
that we do not plead guilty to these characterizations, because we claim 
far more. We are not a beast on the outside of the tent trying to get 
in where he doesn’t belong, nor are we an unwanted peddler knocking 
at the front door attempting to get into a place where he doesn’t 
belong. Because we think that it is a common, ordinary, American 
right, when you have developed a service or a product, to go to the 
market place and let the public decide whether you should succeed or 
fail on that product. 

Up to this point our opposition has been somewhat varied in terms 
of the identification of the people who have opposed us and also to 
some extent varied in terms of the arguments that they have made. 
There are those whose private interest, they feel, will be substantially 
injured if we are given this opportunity to enter the market place, 
who I would say have carried the principal burden of the opposition 
against us. There are other dedicated independent witnesses who ap- 
peared here in behalf of important organizations of the public, and 
some of them in their own individual capacities, who have opposed us. 

Now, running through all of the arguments of the public witnesses, 
whose positions and opinions I respect very much, is one postulate 
that furnishes the sole basis for their opposition to subscription tele- 
vision. This postulate is the one that our two principal opponents 
here—CBS and the motion-picture theaters—have not only pronounced 
here but far and wide through the country, and that is that we will 
not add to television service, we can but subtract from it. Therefore, 
it seems to me that the testimony of the independent witnesses stands 
or falls on the truth of this postulate that they have accepted from our 
opponents. It is pretty obvious, at this point, that as to those people 
we have not been as effective in persuading them of the truth of what 
we predict as compared to the truth of what our opponents predict. 
For that reason I would like to devote the major portion of my time, 
if not all of it, to that problem. 





TELEVISION INQUIRY 1437 


I have another reason for doing it. In the record yesterday Senator 
Pastore invited rebuttal on that point and said that he felt that, from 
a committee standpoint, it was a crucial point still to be resolved. 

Now, after the testimony this morning I might say that a party 
who was listed as an opponent, who was confused himself as to whether 
he was a proponent or opponent, might have given all of the rebuttal 
that was necessary. I am referring to the testimony of Mr. Garfield in 
behalf of Jerrold. First, the claim of our opponents. They claim a 
phenomenon, which they call blackout and siphon, will operate to take 
all of the top television programs from free television over to sub- 
scription television. And they say that this will not happen if neither 
the Commission nor this Congress, or whoever has jurisdiction—with 
respect to which I am not uncertain, but it is arguable, I suppose— 
denies the right of subscription television to go to the market place. 

Now, the reason that I say perhaps all of the rebuttal necessary was 
made this morning by Mr. Garfield is this: Mr. Garfield first claimed 
that our system is uneconomic; it will certainly fail, and all that you 
need to do to make it fail is to give it a chance against his wired 
system—what he calls a cable theater; and that the cable theater itself 
will be capable of furnishing to the people of this country all of the 
top programs that what he calls scrambled subscription television 
could do. 

Now, Mr. Garfield is in a fortunate position. He doesn’t have to 
go to any Government body to get permission to start, but he antici- 
pated the question as to why he would be here by saying that because 
of the furor created by the proponents and opponents of subscription 
television, the owners of program production have been reluctant to 
release to his system the programs that he needs to make it work, and 
he was quite sure that if the Commission would either deny subscription 
or would give us a chance so that we could prove our failure and our 
folly, that his system then would blossom into a full-blown national 
system of subscription television carried by wire. Now, then, if that 
is true—if his system is better, if it is more economic, if it can provide 
the public the service that we claim we can provide, only cheaper and 
better, then the siphon which our opponents so bitterly fear is going 
to happen regardless of what happens to subscription television. In 
other words, we can’t possibly be the cause of these things that these 
people fear if the Jerrold Electronics Co. is right, if Mr. Garfield is 
right. Now, I can’t agree with him as to his reasons why he will 
defeat us in competition, but I can thoroughly agree with him that he 
should have the opportunity to do so, and furthermore that we should 
have the opportunity to compete against him. 

Now, I would like to turn for a moment—or maybe quite a few 
moments—to the argument of CBS. As I stated before, the whole 
crux of their position is based upon a contention that this phenomenon 
of siphon and blackout will occur. Now, Mr. Salant presented their 
testimony and he said that this results from a “little exercise in eco- 
nomics,” or a “lesson in economics.” Well, now really I don’t know 
how much weight to give to CBS lessons in economics or their exercises 
in economics. History may cast a little doubt—even contemporary 
events may cast a little doubt—upon how much weight should be given. 
I think all of those acquainted with the industry can recall that when 
the Government attempted, starting back in 1938 and finally succeeding 
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in 1943, to impose regulations upon the network industry, CBS in- 
dulged in, not little exercises in economics, but tremendous exercises 
in economics to try to teach the Commission, the Congress, and the 
courts that certain ruin would occur if the proposed regulations went 
into effect. Now, they failed to teach that lesson, or persuade in any 
of the areas in which they were operating, and this was to their immense 
good fortune, because after the regulations went into effect, the most 
prosperous period of the industry occurred, including a great pros- 
perity by CBS. 

Now, to get a little bit more up to date on the trustworthiness of 
their lessons of economics, the Commission, a short time ago, was much 
concerned about the fate of UHF, and out of that concern started a 
procedure for the purpose of determining what changes, if any, in 
their allocation plan should be made in order to preserve a nationwide 
system of 2,000 stations in 1,260 communities. And they asked the 
large interests, and those who had means of going into this problem 
with research and with engineering technical ability, to make sugges- 
tions with respect to what should be done. 

Assuming that everyone wants to save the industry and everyone 
wants to accomplish the objectives of the act and the objectives of the 
Commission’s sixth report, it seems—and it is only a clear indication 
of the presentation that CBS finally made—that CBS decided that 
perhaps before we waste a lot of time in allocating many more stations 
than we will ever use, we should first determine how many stations we 
can conceivably use, and that our allocation plans should be based 
upon that requirement, not some unsupported requirement for just a 
fanciful number of stations. So they used the services of a very 
eminent economist, Dr. Alexander. 

Now, I assume, in view of their resources and their intelligence, that 
he was among the best that they could possibly obtain for this purpose. 
Now, Dr. Alexander made a very careful study—one of the most 
authoritative that has been made in the industry—and Dr. Alexander 
concluded that, in the foreseeable future, advertising television would 
on its most optimistic basis support no more than 588 stations, and 
the probable figure was substantially lower than that. Now, this was 
a rather dismal prospect in terms of what had been projected, as a 
matter of hope in the sixth report, of nearly 2,000 stations in 1,260 
communities—as compared to the 500 or 600 stations in 270 com- 
munities found to be economically possible by Dr. Alexander. Now, 
CBS realistically faced up to these facts and, in response to the request 
of the Commission to assist it in determining what it should do about 
its allocation plan, it prepared what it calls plans I and II, which 
were the successors of plans A and B, substantially similar. 

They in effect said, “Why bother with allocating 2,000 stations 
in all of these markets when no matter what we do—providing you 
keep out subscription television—no matter what we do, we will never 
have any more than Dr. Alexander found.” So they proposed a plan. 
Their allocation plan had as its major objective the accommodation of 
the network requirements in the first 100 markets. Their plan had 
as its purpose the accommodation of that objective with VHF facil- 
ities, and their plan substantially accomplished that purpose. The 
result is that there can’t be any question but what they dumped UHF, 
because in order to get comparable facilities in those 100 markets, 
wherever they could they put in a VHF facility and succeeded in most 
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instances, and their plan substantially reduced the major markets that 
would have UHF from that of the existing allocation plan, or even 
existing allocations. ; 

Now, it is true that they said “Well, UHF can be reserved for future 
growth.” You can’t save for growth what has been killed now. All 
of the progress to date would have been lost. This was preserving one 
of the most effective blackouts that I have seen, and doing it in one of 
the most effective manners that it could be done. There is currently, 
today, a blackout of local expression in nearly 1,400 communities—in 
nearly a thousand communities. There are many, many stations 
projected by the Commission that are blacked out—75 percent of 
them. 

It also had the value as a matter of regulation to keep this beautiful 
siphon that CBS now has in operation working. Now, I think they 
are somewhat experts in siphoning. The networks themselves, in 1954, 
siphoned into their own organizations 52 percent of all of the revenue 
that was received by the television industry. They have, by virtue of 
operation contracts and arrangements with the present stations in the 
country, siphoned up control of that program time to the networks. 
They have also siphoned into CBS the control of broadcast time—into 
CBS and NBC and ABC, the control of broadcast time as far as ad- 
vertisers are concerned. 

There was one other thing about their contention, besides the cloud 
it places over public aspirations, and that was it would eternally pre- 
clude, for any practical matter, subscription programs or independent 
producers of programs. This was a very careful study made by an 
eminent economist, upon which they soberly and sincerely applied to 
a Government body for a plan. This was what they proposed; this 
was its clear effect. But this became somewhat embarrassing to them 
when they came down here this week, because since the proponents of 
subscription television were arguing that we would take their rejects— 
we would take the stations that Dr. Alexander insisted they couldn’t 
use—and by getting economic support from subscription television by 
using, say, 15 percent of its time, we would light up a lot of com- 
munities in terms of local expression. When Mr. Salant was asked 
about Dr. Alexander’s report, he said, “Well he is only an economist,” 
in effect, “and what we on the business side must do is to refute Dr. 
Alexander.” 

Mr. Salant said that the total basis of his statement supporting 
blackout and siphon was economics, and I didn’t know Mr. Salant was 
an economist. Basically, what he wants is a chance to prove that his 
own economist is wrong, and he wants that chance by denying sub- 
scription television itself an opportunity to prove that it is right. 
Now, I submit that by their own statements, and by these circum- 
stances, their economic predictions are not reliable. 

I would like to get now to the question of blackout and siphon 
specifically—and I should say, before I get into that, that it 1s impos- 
sible for Mr. Salant, even if he reconciles his economics with Dr. 
Alexander, or for me to prove as a matter of final fact, on this record, 
what will in fact happen. And since that is true, the only way that it 
can ultimately be determined is for it to get its opportunity, under the 
controlled and supervised conditions that have previously been dis- 
cussed in the record. 
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They say that subscription will be so successful, and will have such 
economic power, that it will siphon all of the best programs from ad- 
vertising TV, and thus blackout viewers’ screens for all but the poorest 
programs free. This is Mr. Salant’s economics that will bring this 
about, not Dr. Alexander’s. Now, I have no capacity to refute this 
simple lesson in economics. Therefore, in desperation I am left to 
what commonsense and simple logic I can command, and it may fall 
far short, but I would like to submit it to the committee. 

I claim that the blackouts and siphoning that they predict will not 
occur, because they are based upon a priori assumption that are simply 
ridiculous, and it doesn’t involve economics. Their assumptions are 
that all of the top talents in shows will move en masse to subscription, 
that none will remain on advertising television, nor will new ones 
come to advertising television. Now, the top television shows, if I 
can establish a predicate, are of various types, but each network tries 
to put forth the best that it can in each type, with the hope that it will 
corner the public taste for that type of program. A few examples 
will sufiice. 

Ed Sullivan’s variety program is on CBS opposite Comedy Hour 
on NBC. This occurs at the same time. Robert Montgomery has his 
Studio One. Phil Silvers had Milton Berle. Howdy-Doody has 
Mickey Mouse. The $64,000 Question is in competition with the Big 
Surprise. Meet the Press, on NBC, is in competition with Face the 
Nation. Rin-Tin-Tin is in competition with My Friend Flicka. 
There is other competition. I am merely giving examples of pro- 
grams of the same type. Playhouse of Stars competes with Star 
Stage, Danny Thomas with Jane Wyman, and Gleason with Como. 

Now, in support of their prediction, they must establish, or we 
must be required to assume, that if one of these pairs moved to 
subscription television, both would. Now, I claim as a matter of 
commonsense and logic that that is the necessary postulate for their 
prediction : That if these programs, competing in the same type, if one 
of them moves—if a CBS show moves, or a NBC show moves, or an 
ABC show moves—the same type of show from all networks will move. 

Now, let us take an example. Let us assume that Ed Sullivan 
moved to subscription. Now, the Comedy Hour would no longer be 
competing with Ed Sullivan for the free audience. Except for the 
Famous Film Festival that ABC puts on at about the same time, 
they would have the free audience for that type of variety show 
entirely to themselves. Now, it would seem to me that NBC, at that 
point, would decide in ordinary commonsense that all they need to do 
to capture the free audience for this type of show, and make sure that 
Sullivan would not get a thin dime, is to continue to try to produce 
as good or better shows than Sullivan. That is what they are trying 
to do now. 

Now, what would this do to the advertising value of the Comedy 
Hour? If they could just get rid of Ed Sullivan—if Ed Sullivan 
could go over.and require people, before they listen to him, to pay him 
money—what could you imagine would do more to increase the listen- 
ership of the Comedy Hour? And if their costs per listener eco- 
nomics—I am sorry if I transgress into the field of economics—oper- 
ates, the advertisers would be standing in line for that program and 
willing to put much more money into it by reason of its increased 
listenership. 
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Now so much for NBC and their Comedy Hour. What of Sulli- 
van? If the Comedy Hour remains with advertising television, which 
it seems to me in commonsense it would, Sullivan would be trying to 
sell the same thing that NBC is giving away. Now, I just don’t think 
the public would be that stupid. Furthermore, Sullivan’s problem is 
greater than that. We have referred before in the record to the fact, 
the obvious fact, that a family’s budget for entertainment is limited, 
and therefore, in any given week or month, there is going to be a 
maximum amount that any family can spend for entertainment. It 
also means that everyone who is competing for the subscription- 
television dollar competes with everyone else for its share of that 
money that the family is going to spend. The most careful study of 
ee oe that the average family would spend about $1.50 a 
week. 

Now, Sullivan’s position, having moved to subscription is this: He 
must compete for this $1.50 average with first-run feature movies, with 
outstanding sports events, 2- and 3-hour Broadway plays, and a host 
of other programs which the public could not get without going to 
some turnstile now and paying for it. So the public has the choice, 
in deciding whether they would give Sullivan any part of their budget, 
that they can watch the Comedy Hour for free, but they can see a_first- 
run movie out of that $1.50 budget, which is much cheaper than they 
can see it in the theaters or any place else. 

Again, I would think the public, in commonsense, would make their 
selection to the very tremendous detriment of Sullivan. And it would 
seem to me quite possible that Mr. Sullivan would find, in a few short 
weeks, that he was meeting economic ruin, and he would be back on 
advertising TV promptly. 

But how wonderful it would be for ABC if both Sullivan and the 
Comedy Hour did move. They would leave the advertising medium 
nationwide from 8 to 9 o’clock on Sunday night, the primest of prime 
hours, to ABC alone. I believe—again not as an economist, but just 
as an observer—it would be impossible for me to think of a single 
medium of advertising in this country that would be more valuable 
than the complete control of the free audience from 8 to 9 o’clock on 
Sunday night. 

It seems to me, also, that any advertiser would pay a huge sum of 
money both for time and program—far more than he will spend on 
ABC now for programs—to get access to that great medium, and for 
the very reason that that is true, I hardly think that NBC and CBS 
would place ABC in that beautiful position. 

Now, therefore, I say that in commonsense there is no way that this 
thing can happen that they predict—unless we assume that they are 
going to sit down and agree that when one of them puts one type of 
program on subscription the other will put its type on there, and not 
put any more of that type on advertising. It is hard for me to think 
that they would make that agreement, because their law departments 
are very well skilled in the knowledge of antitrust law, and I don’t 
think they would do it; but I see no way, except by a conspiracy in 
violation of the laws, that this thing could happen. But even then 
I don’t see how they could possibly keep anyone from taking over 
what they left, if they were silly enough to leave it. 

Now, it seems to me that this demonstrates a simple but true propo- 
sition. No advertising show dares move to subscription unless it is 
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assumed that all competing shows of the same type do, and unless new 
shows of a comparable type and quality are effectively blocked from 
advertising TV. And I don’t see how it is possible for them legally, 
or as a physical matter, to affect that prior condition. 

It also seems to me to indicate very clearly that subscription must 
succeed on box office type programs alone. It must succeed on that 
alone. And it will have no help, but the toughest conceivable kind 
of competition, from the advertising media—a competition that is 
tough because they are giving away something free that you are trying 
to get people to pay for, and you must demonstrate to the public that 
your quality is so far superior to theirs that the public should take your 
wares instead of theirs. 

Now, I think CBS, as well as having problems with its economics, 
has problems with its plumbing. They did a beautiful job in con- 
structing the siphon that now is bringing them millions of dollars 
every year from the broadcast industry, and I think it is working very 
well; but I think their plumbing techniques fell down a little when 
they referred to the siphon operation of subscription television—and 
if the siphon does not work, the blackouts will not occur. 

Now, I could go on and give demonstrations of the same thing in a 
city such as Washington. I do not wish to impose any more upon 
the patience of the committee in that respect except to say this: The 
gross revenue of all of the stations in Washington in 1954 was $614 
million. That is four stations. That comes to a figure of about 
$126,000 a week. Now, if we assume that 50 percent of the television 
homes in Washington were made subscription television homes, and 
the average family would spend $1.50, there would be $450,000 gross 
revenue from the subscriber. But in order now to reduce—to deter- 
mine what part of that would go to the television station—because 
this is the comparison that we started out with—we have to take off 
an amortization charge for the cost of the system, which would be 
between $15 and $20 million, and we have to pay the owner of the 
products, such as the motion-picture owner, his share. 

Now, I think that it is conservative to say that at least 80 percent 
of the subscribers’ take would have to go to those 2 sources, which 
would leave, in my opinion, a maximum for the television station of 
20 percent. So there would be 20 percent of $450,000, or $90,000 avail- 
able, per week, from subscription revenue in Washington. 

Now, assume that we have the four VHF operations, and that a 
UHF comes into existence, if the Commission limits subscription to 
UHF. It just doesn’t make sense to me that all 4 stations will all of 
a sudden give up this $126,000 a week revenue to move over to try to 
split up, among 5 stations, $90,000 of revenue. I rather think, if they 
are people who look at things from a rather simple but prudent point 
of view, that they would find means for the industry as a whole to 
preserve both sources of revenue. 

Now, I submit that if these simple propositions are correct, the 
CBS propositions must be false, ot all of the witnesses whose testi- 
mony was based upon these false propositions would undoubtedly 
correct their testimony if this truth were accepted. I submit, there- 
fore, that subscription television can only succeed by adding to pres- 
ent program service, and if it tries to subtract it will surely fail. 

Now, I have sought some independent opinion on this judgment 
as to how the advertisers would react, and this industry would react. 
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I didn’t need to seek judgment from the networks because their views 
are rather widely published. Also I think it is important for me to 
cover this point because there have been several questions from the 
committee during the course of this hearing as to how the advertisers 
felt about this. After all, the advertisers are the ones who would 
be the most affected by destroying the value of this medium as an 
advertising medium. 

Tide magazine has a panel which it calls the top leadership panel, 
composed of the leading advertisers in the country. It submitted this 
question to those advertisers, and published an article in Tide as to 
the result. I have furnished for the record a copy of the reprint 
and 

Senator Brete. It will be incorporated as part of the record, Mr. 
Pierson. You may highlight what you would like to draw atten- 
tion to. 

(The magazine article referred to is as follows :) 





[From Tide, July 30, 1955] 
UNITED STATES MARKETERS VOTE ON Tort TV 
TOP ADVERTISERS WOULD GIVE FEE TV A TRY 


Tide leadership panel, by a commanding 7 to 3 majority, insists subscription 
television has the right to compete with commercial television for the viewers’ 
interest. 

Most panelists feel FCC, not Congress, should decide whether the air waves 
ean rightfully be sold. In any event, it will be the viewer who decides whether 
fee TV stays or goes. 

The men who sponsor commercial TV also believe the public will pay for what 
it wants to see. They claim, too, that fee TV’s effect on commercial TV can only 
be beneficial. 

If the fiercely controversial dispute over subscription television were left to 
the Nation’s top advertisers—the men who now foot the bill for commercial 
television—pay-as-you-see TV would get a chance to show what it can do. 

Such is the emphatic conclusion from a survey of the Tide leadership panel. 
These leading advertisers, agencymen and public-relations executives, who 
represent most of the companies which will invest some $950 million in television 
advertising this year, vote by a resounding 7 to 3 for at least a trial test of toll 
TV. 

Exactly 70 percent of these top marketers, if they were a Federal Communi- 
cations Commissioner or a Member of Congress, would vote tomorrow for sub- 
scription television. This is how they reason: 

(1) Fee TV, like any new idea in a free-enterprise system, deserves a chance 
to meet commercial television in open competition. There, at least, it can stand 
or fall on its own merits. 

(2) The public is gradually getting fed up with current commercial TV fare. 
These viewers—and every advertiser is also an individual viewer—deserve 
something better, which fee TV may offer. 

(3) Subscription television would have little, if any, effect on commercial 
television, might even help it by forcing it to raise its standards and improve 
what the panel calls mediocre to idiotic programing. 

Interestingly, these top advertisers seem little concerned with any effect fee 
TV might have on the size of commercial-TV audiences. Even the prominent 
agencymen—whose income in many cases comes mostly from commercial TV 
billing—feel fee TV should be allowed a tryout. 

Many panelists believe that a trial period is necessary first to determine how 
fee TV would go over with the public and how much viewers would pay for 
what kind of shows. Some suggest pilot runs in test markets. But they insist 
most emphatically that ruling fee TV out before it has a chance to prove itself 
is contrary to free enterprise and the democratic, competitive principles that 
should govern all business. 

In investigating how the country’s leading marketers feel about subscription 
television, Tide asked the leadership panel four basic questions: 
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Who should decide whether the public can rightfully be “sold” programs 
carried over the air waves—FCC or Congress? 

How much would the public pay for certain types of fee TV shows? 

What effect would subscription TV have on commercial TV? 

Would you vote for or against fee TV—and why? 

Who should decide the airwaves issue, FCC or Congress? FCC, according 
to a slight majority (54 percent) of the panel. While 34 percent claim Congress 
must make the decision (with the remaining 12 percent offering other answers), 
the overwhelming majority make one important conclusion: No matter who 
makes such a decision, the public will be the final judge. Only the viewer, insists 
the panel, will settle whether the parlor paybox stays or goes. 

“Neither (FCC nor Congress) should interfere. If someone has a legitimate 
service to sell and someone else wants to try it, why should the Government get 
into the act?’ This opinion, voiced by president Ross Llewellyn of Ross 
Llewellyn, Inc., is shared by a significant number of panelists. “To heck with 
both their houses—FCC and Congress,” adds McMahan-Horowitz partner Rollo 
Horowitz. “Permit fee TV’s installation. Soon enough the law of supply and 
demand will decide its future.” 

One proponent of fee TV, Opinion Research Corp. vice president Dilman M. 
K. Smith, raises an interesting point: “This selling * * * the airwaves argu- 
ment is silly. The telephone company and Western Union make charges for 
their services transmitted over airwaves. The opponents of subscription TV 
should come up with a better argument than this one.” 

Despite several recent surveys showing that the public isn’t willing to pay 
for fee TV entertainment, Tide’s leadership panel stoutly believes viewers would 
pay for what they want to see. For a first-run movie, for instance, the panel 
thinks viewers would fork up between 50 cents and $1. To see a hit Broadway 
play, the figure goes up—from $1 to $2 and even higher. For a major sports event, 
the panel expects the public might shell out from $1 to $2. And to lease de- 
coding equipment to unscramble fee TV’s picture, many panelists claim the public 
wouldn’t be adverse to a $5 to $10 monthly bill. 

This optimism about the public’s willingness to pay is not shared by the 
entire panel: A significant 30 percent steadfastly maintain that viewers will 
not pay for what they’ve always gotten free. Quips James L. Barrick, national 
ad manager of the Kansas City Star: “Like the lady of easy virtue, you can’t sell 
it if you give it away.” 

How would subscription television affect its commercial counterpart? Most 
panelists seem to feel that the two could exist quite healthily side by side. One 
of these is E. Bradford Hening, president of Hening & Co., who points out that 
the two have done just that in Australia for many years. Prevalent panel 
opinion is that fee TV might well do free TV more good than harm; many look 
for better programing, new talent, fewer objectionable commercials in order 
to meet subscription television’s challenge. 

E. B. Thompson, sales vice president of Torrington Co., is one who feels “the 
public can and will support both commercial and subscription television.” H. J. 
Graham, assistant secretary for advertising and sales promotion of Hartford 
Accident & Indemnity Co., claim fee TV will probably force an improvement in 
free TV’s “overall quality in order to compete for audience.” Adds Reach, Yates 
& Mattoon president Charles Dallas Reach: Fee TV will spur commercial TV 
to develop new show techniques, new talent, force better marketing data, better 
merchandising, tighten up present loose, extravagant and questionable expense. 

Fee TV would severely damage commercial TV. W. H. Long, executive vice 
president of Hutzler Advertising Agency, maintains fee TV would have the same 
effect that network TV has had on radio—“Consign it to the limbo of the lost. 
If subscription TV succeeds (and I don’t think it can),” predicts Long, “it 
will push commercial TV off the map.” Maytag Co. vice president Roy A. Brandt 
sees fee TV diluting the value of commercial television to the advertiser. 

Diamond T Motor Car Co. ad manager W. S. Baldwin expects that “Overall 
quality of commercial shows will deteriorate and networks will suffer because 
the best shows will no longer command maximum interest and attention. * * * 

On fee TV or not fee TV, the country’s top marketing executives offered these 
diverse opinions: 

George J. Allen, manager, J. P. McKinney & Son: “The public interest is best 
served when it has a choice. Subscription TV will force commercial TV to 


improve both quality of its programing and advertising if it is to continue 
healthy.” 
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Kenneth B. Crawford, president; Whipple & Black Advertising: ‘“(Subscrip- 
tion TV) seems a further encroachment on personal freedom of choice. And if 
you pay your quarter ‘and the picture stinks, you’re stuck.’ ”’ 

Alvin Long, owner, Long Advertising Service: “I think that subscription tele- 
vision will make it possible to put on specific programs of high interest to specific 
groups, something that commercial television does not do.” 

William H. Horsely, president, Pacific National Advertising Agency: “Many 
millions have bought TV sets with the understanding that programs were to be 
free. With fee TV the air will no longer be free.” 

Dwight Schoeffler, promotion manager, Marketing Devices: “People who want 
faster travel use toll roads. People who want premium entertainment should 
be able to pay for it.” 

L. H. Rogers II, vice president, WSAZ—TV: “Essentially fee TV is not in the 
public interest, but in the interest of very few operators. * * *” 

Jack R. Maguire, public-relations director, Texas Insurance Advisory Associa- 
tion: “I believe the viewing public has a right to escape from commercial TV’s 
‘plug uglies’ if it so desires. Only through subscription TV will advertisers be 
forced to use commonsense and good taste in their sponsored ‘free’ shows.” 

Nelson A. Miller, United States Department of Commerce: “Fee TV would 
kill a ‘thriving industry which has contributed much to the gross national prod- 
uct and would raise the question, why not charge for radio programs?” 

Kurt J. Mann, broad chairman, Mann-Ellis, Inc.: “Water costs nothing, still 
many people pay for other beverages to quench their thirst. Let subscription 
television, through better programs, force regular TV to improve theirs.” 

Miss Honor Gregory, president, Gregory & House: “Our high TV program 
standards are possible because of known available budgets. Who will gamble 
on high-cost shows under subscription TV? * * * networks won't.” 

William Shay, ad manager, Coast Fisheries: “I think toll TV would be the 
means of bringing a new high-quality entertainment to television and that this 
would have a salutary effect on commercial programs. It would force commer- 
cial programs to improve the quality of their offerings. I think commercial tele- 
vision should have a chance to prove what it can do.” 

Frank J. Reynolds, president, Albert Frank-Guenther Law: “This public has 
been educated to receive television free. If television had originally started 
charging the same, fee TV might have had a different reception.” 

L. C. Worden, ad manager, the Knox Co.: “What difference whether a sponsor 
pays with our money or we pay with our money?” 


































Who should decide whether the air waves can be “sold”? 
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If you were a FOC Commissioner or Member of Congress, would you vote for 
or against fee TV? 
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THESE MARKETERS ARE FOR TOLL TV 


Donald C. Berry, vice president, McKesson & Robbins: “Subscription should 
be given an opportunity to prove itself. If the public doesn’t like it, it will 
die of malnutrition.” 

Donald Lynch, public-relations director, Mutual Benefit Life Insurance Co.: 
“It deserves a fair trial. It’s free enterprise; isn’t it? We shouldn’t protect 
the broadcasters from competition, just for the sake of protection. Perhaps 
some limitations can be placed on pay TV in the early stages, just to make 
nat me hell doesn’t break loose and the whole TV business isn’t thrown into 

ysteria.” 

Edward Whitney, ad director, Charles Pfizer & Co.: “I believe it in line with 
democratic principles and business rights to give new ideas a chance to prove 
themselves before throttling them. It’s a part of our free-enterprise system.” 
’ Marvin Davis, ad manager, I. Miller & Sons: “I believe it will raise the 
intelligence value of television and increase its cultural possibilities for viewers.” 
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Robert Waddell, public-relations director, Hamilton Watch Co.: “I think the 
public should decide—and how can it if it doesn’t have the opportunity to 
accept or reject?” . 

H. F. Kemp, vice president, National Oats Co.: “It’s an inalienable right— 
the same under which Americans buy books, phonograph records, newspapers 
and other news, cultural and entertainment services.” 

Murray Barnes, ad manager, Pan American World Airways: “You don’t— 
or shouldn’t—kill a competitor by lobbying the daylights out of him, but by 
clobbering him with a superior product. After all, movies came into business 
when we already had a perfectly good legitimate stage. * * *” 

A. H. “Red” Motley, president and publisher, Parade: “Give the public the 
best break possible, even at a price.” 

Albert Carroll, ad manager, Merck & Co.: “It is my belief that every new 
idea should have a chance to prove itself in the: market place.” 

Earl Benjamin Mix, ad manager, Lily-Tulip Cup Corp.: “The telecast of the 
show Peter Pan was seen by millions of people. To my mind and in the opinion 
of many critics it was television at its very finest. Paid TV could bring more 
such spectacles into the average home.” 

Samuel C. Pace, public-relations director, F. W. Dodge Corp.: “The people are 
entitled to have anything they will pay for; TV investors are entitled to have 
the opportunity to invest.” 

H. A. Hebbard, Jr., ad manager, Stokely-Van Camp: “In our free economy and 
democratic life we shouldn’t construct barriers * * *,” 

Sidney Holt, ad manager, Aetna Fire Insurance group: “Anything of this 
nature should have a chance. In the end, it will be the public, not Congress 
or any other agency, that will make the decision.” 

E. A. McCabe, ad manager, Consolidated Vultee Aircraft Corp.: “Just because 
aman pays $50 to $500 for a box full of tubes and wires he has no right to 
expect advertisers—or anyone—to forever furnish him excellent no-cost 
entertainment.” 


THESE MARKETERS ARE AGAINST ToLt TV 


Tad Jeffrey, ad and sales promotion manager, Kraft Foods Co.: “Commercial 
TV has proven itself successful at bringing to the public, without cost, programs 
of a generally high level of education.” 

W. A. Morgan, ad manager, Continental Oil Co.: “TV’s greatest audience is 
the young low-salaried family. They have TV and don’t want much other enter- 
tainment. They cannot afford to pay for TV programs.” 

H. 8. Thompson, advertising consultant, Miles Laboratories: ‘Television, it 
seems to me, cannot exist half pay and half free. The cost of television to the 
advertiser today is fantastic. When we have a fairly good TV show that at- 
tracts a fair-sized audience, it seems to me totally unfair to put anything oppo- 
site it that will steal 25 to 75 percent of that audience. More than this, millions of 
TV sets are owned for partially owned) by people who have all they can do to 
keep up the payments on those sets. They have bought them for entertainment, 
Is it fair to interfere in any way with the entertainment these people are now 
getting?” 

Don Belding, executive committee chairman, Foote, Cone & Belding: “What's 
the matter with the way it’s going now?’ 

Otto Furman, ad manager, Hat Corporation of America: “I think it will do 
great harm to the TV industry. Many people watch and enjoy boxing on TV 
but they will not go to the theater and pay for the privilege.” 

Harry Hahn, ad manager, Electrical Merchandising: “Let’s improve (com- 
mercial TV), not kill it” 

Richard H. Koehler, ad and publicity director, Westinghouse Air Brake Co.: 
“The present system is workable and satisfactory. In addition, it is representa- 
tive of our unrestricted and liberal approach of allowing business to serve and 
entertain the public as desired. People now pay for the programs in the cost of 
the product. This is painless and spread over the broadest possible base.” 

G. S. McMillan, products division vice president, Bristol-Myers: “The people 
just don’t want it. They do not want to pay for anything which they got free 
before and the endorsement of the FCC or their Congressmen won’t change their 
minds. You are monkeying with their pocketboods. Don’t do that, boy, I don’t 
like it.” 

J. A. Melinay, sales vice president, Ray-O-Vac Co.: “There is nothing wrong 
with free television now any more than there has been anything wrong with free 
radio all these years. Leave sleeping dogs lie.” 
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Craig Smith, vice president, Gillette Safety Razor Co.: “I fear preempting of 
good shows, talent, and events, also monopolizing of channels.” 

Robert M. Bowes, II, ad and sales promotion vice president, Bowes Seal-Fast 
Corp.: “With the cost of TV sets what they are, I don’t think the public should be 
expected to pay for the sets and then also pay for the right to use them.” 

A. W. Scott, advertising manager, Standard Pressed Steel Co.: “None of the 
firms promoting pay TV plan to build new stations. Therefore it would neces- 
sarily tie up facilities now devoted to free TV and, in effect, deprive present 
audiences of some of their services.” 

Mr. Pierson. I would like to summarize briefly. 

In the first place, 70 percent of these advertising leaders who were 
consulted said that pay TV would help advertising, not hurt. They 
were all uniformly of the opinion that, in the American tradition, it 
should be given a chance. I will not attempt to read all of their exact 
determinations, as stated, but I think my summary was fair. 

I would like to quote, however, from some of those leaders who gave 
their opinion. One question was how would subscription television 
affect its commercial counterpart. Most panelists seem to feel that the 
two could exist quite healthily side by side; one of these, E. Bradford 
Henning, president of Henning & Co., points out that the two have 
done just that in Australia for many years. Prevalent opinion is 
that fee TV might well do free TV more good than harm. Many look 
for better programing, new talent, fewer objectionable commercials 
in order to meet subscription television’s challenge. 

Similar opinions were expressed by others. Murray Barnes, ad 
manager of Pan American World Airways, said as follows: “You 
don’t—or shouldn’t—kill a competitor by lobbying the daylights out of 
him, but by clobbering him with a superior product.” He adds that 
“After all, movies came into business when we already had a perfectly 
good legitimate stage.” 

Mr. E. A. McCabe, ad manager for Consolidated Vultee Aircraft 
Corp., said as follows: “Just because a man pays $50 to $500 for a box 
full of tubes and wires he has no right to expect advertisers—or any- 
one—to forever furnish him excellent no-cost entertainment.” 

I submit that the very people who have to reach down into their 
pocket to support this system that CBS says will go to pot if subscrip- 
tion television is authorized very strongly and predominantly as a 
group disagree with CBS, and that made me rather more ceaitilane of 


the rather ax conclusions to which I had come. 


Now, I would like to assume for the moment that, in spite of my 
argument up to this point, CBS is right and we are wrong. I think 
that leaves a very horrible and awful decision to govern. The Con- 
gress passed an act which instructed the Commission, in establishing 
communication facilities in broadcasting, to establish a fair, efficient, 
and equitable distribution of facilities. The Commission, in response 
to that mandate, adopted their sixth report. The first priority, as has 
often been stated here, was to get at least one service to every resident 
in the country, and the second priority—which was really the section 
307(b) priority—was to get local expression and community stations 
jn as many communities in the country as could possibly support them. 

Now, in determining the requirements of that priority, and the re- 
quirements.of.section 307 (b), the Commission allocated facilities for 
in excess of 1,200 markets. Today we have 275, and Dr. Alexander 
says we will most likely end up with 217. Dr. Alexander’s studies, bear 
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in mind, were based solely on advertising economics, and did not in- 
clude subscription television. 

It seems, therefore, that we must decide, on the one hand, whether 
even the possible loss of some top programs that CBS predicts would 
happen, with which I ecole disagree—whether we will take 
that loss and try to establish 1,200 stations in the country instead of 
217, whether we will try to establish facilities for local expression, 
whether we will try to establish some competition for the concentrated 
power over this industry in the networks, or whether we will live with 
Dr. Alexander’s predictions, and with the current situation, and give 
up the requirements of 307 (b), and forget completely about the re- 
quirements of priority 2. We had just as well repeal priority 2, and 
Columbia’s hundred-market plan is the awful result. 

Now, I submit that the public is affected either way it goes, and there 
is no side of the angels in this question, as far as the public is con- 
cerned. If CBS’s predictions are correct, I say this great medium is 
bound to suffer as much, if not more, if those awful predictions come 
true—I am talking now about Dr. Alexander’s predictions—as they 
will if their predictions as to subscription television come true. So 
much for CBS. 

NARTB appeared, which is a trade association of the industry. 
By and large they echoed the CBS line, which is to be expected. 
However, their original resolution was rather amazing to me: They 
suggested that subscription television could be done by another means 
rather than by use of television channels, and then referred to tele- 
vision channels as scarce; and this, they said, is why they opposed it. 
Later they incorporate the network arguments, but this was their 
initial resolution. 

Now, the reason I was somewhat astounded at this statement, when 
less than 25 percent of the towns and stations in the country are in use, 
is that I don’t see anything scarce about television facilities—and with 
respect to UHF they are the most plentiful thing in the world. 
You can buy a station, fully petite: almost for the asking today. 

Furthermore, I couldn’t understand, when almost 50 percent of the 
industry was in economic distress, how this trade organization would 
suggest that the great revenues from subscription television go to some 
other industry—that it go to Mr. Jerrold’s cable theater people, who 
would not build a television station that would render a service in addi- 
tion to the subscription service that it rendered. 

The theaters were here. I was only struck by their audacity. Here 
is an industry that has never given anything away free, and they 
come in and complain, or urge that their competitors, television, 
should be required to give something away free. Now, I can see in 

rinciple why they would want that done, but it seems a little late 

or them to pose as great defenders of television, in view of all that 
they have done to prevent production from getting to television up to 
date. They even hive developed their own plan to set up a closed- 
circuit system, and freely predicted that it would take over prac- 
tically all of what we now Lio as television fare as soon as it was 
established nationwide. And Mr. Garfield, this morning, made an 
earnest plea to them to join in his new gadget for the purpose of doing 
precisely the same thing. 

Mr. Cohn did mention that the legislative history of the act clearly 


supported his position that Congress did not intend that anyone should 
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be required to pay for a program. Now, I know that I may offend in 
this respect—that you cannot make a full judgment of legislative his- 
tory by taking a few arguments, or a few statements, by people on the 
floor of either House and saying that this proves it. But I don’t want 
his statement to go unchallenged, and I don’t want to burden this 
committee—— ‘ 

Senator Bratz. You go right ahead and put your answer in the 
record—what you think the legislative lristory shows. 

Mr. Pierson. When the Radio Act was being considered, Senator 
Dill, who was one of the managers of that act, was questioned by Sena- 
tors Pittman and Walsh in the 68th Congress, at 2880 in the Record, 
as to whether or not the act, as drawn, would aie charges to 
listeners. Senator Dill said that it would not, and here is his quote: 

In my judgment, Congress should not pass a law that would prevent a broad- 
casting station from so equipping itself that people could not listen to its pro- 
grams unless they had a certain kind of receiving set. In other words, if a 
broadeasting station wants to select its clients by selling a certain kind of 
receiving set or attachments for sets, I do not know any reason why the Congress 
of the United States should prevent it from engaging in that business any more 
than we would prevent a telephone company or a movie house from presenting 
something and not allowing anybody to enjoy it or hear it except by paying a fee. 

The facts of the matter are that a broadcasting station that intended to put 
on such a device would immediately so limit its listeners that it would ldse its 
chief means of support, namely its advertisers, and even if it were to be done, 
have we reached a point in this country where we are going to forbid men to use 
radio as a means of business as well as other things? I do not think that if 


the danger existed, it would justify the passage of the legislation which the 
Representative from New York— 


who was Representative Bloom— 
has offered. 


Now, this colloquy on the floor of the Senate was not merely tan- 
gential, because Congressman Bloom had introduced such a bill in the 
House. It had passed. It went to conference and it was eliminated in 
the conference; and the queries of Senator Dill were what really hap- 
pened to Representative Bloom’s proposal. I can say that in some 
measure the legislative history supports our view that it was not 
intended to preclude subscription television. 

Now, I would like to deal with the testimony this morning given by 
Mr. Garfield. I was very pleased with the fact that he urged that we 
get the only thing we have been requesting, namely, an opportunity 
to try this in the market place. I suppose that really to sum up my 
understanding of Mr. Garfield’s testimony, it was that mass communi- 
sation could be done better by wire than it can by radio communica- 
tion. We don’t believe him. We think that experience in the country 
so far proves the contrary. 

Furthermore the estimates that we have obtained with respect to 
the cost of doing what he proposes are to the order of about 10 to 1 
to what he has estimted—or rather 100 to 1 to what he has estimated. 
In any event, I don’t believe that it is a point that it is necessary for 
the committee or for the Commission to decide, because he can put 
his money upon his own predictions and his own ability, and we want 
to put it on ourselves. tf he can beat the pants off us and make us 
fail, I think he is entitled to that right, but he can’t ever do that, 
unfortunately, unless the Government gives us the right to try—and 
that, I submit, is all that we are seeking. 
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Senator Brste. Thank you very much, Mr. Pierson. Mr. Cox, did 
you have any questions of Mr. Pierson ? 

Mr. Cox. No, sir. 

Senator Brie. Thank you very much for your rebuttal testimony. 
Are there other witnesses to be heard in closing this phase of the 
television hearing on subscription television ? 

Mr. Cox. Mr. Cohn, did you have something further to say? . 


REBUTTAL STATEMENT OF MARCUS COHN, COUNSEL, COMMITTEE 
AGAINST PAY-TO-SEE TV 


Mr. Coun. Mr. Chairman, on behalf of CBS and the Joint Com- 
mittee Against Pay Television, we ask leave to submit a statement in 
reply to Mr. Pierson’s statement, if that meets with the approval of the 
chairman, at some date that will be convenient for you and us. 

Senator Bite. I have no objection as long as we don’t keep replying 
indefinitely, ad infinitum. 

Mr. Coun. No, sir. 

Senator Brnte. Is this the last reply that we get to the replies ? 

Mr. Cox. We would suggest, Mr. Cohn, that certain y you are 
entitled to do this as long as you limit further reply to what you regard 
as new matter contained in Mr. Pierson’s statement. I don’t know 
what you would have in mind in that connection since it seemed largely 
directed at arguments raised by the opponents, but subject only to such 
restriction, you, singly or jointly, may submit such a statement. 

Mr. Conn. It wouldn’t be my intention to reargue the entire matter, 
but to confine it to what would be surrebuttal. . 

Senator Bratz. Well, direct your testimony and your statement 
directly to the rebuttal—what we would call surrebuttal—and that 
will be permissible. 

Mr. Wasicewsk1. I just wanted to know, sir, if that permission 
extended to NARTB individually ? 

Senator Brete. I would think it would. You will have exactly 10 
days to do it. The record will be kept open for 10 days for that 
purpose. Is there anything further ? * 

Mr. Conn. Mr. Chairman, there was one further thing and that was 
in connection with the statement which I made. Senator Pastore asked 
me to submit for the record a certain document to which I have 
referred. I have that document in my briefcase, and I will hand it 
to the reporter for the record. 

Senator Brete. That will be inserted at this place in the record. 

(The document referred to is as follows :) 


SEcURITIES IN CLAss “D” : THESE ARE SPECULATIVE SECURITIES 
PROSPECTUS 
TECO, INC. 


99,000 Shares Common Stock, Par Value $10 a Share, Together With Subscription 
Receipts Evidencing Conditional Subscriptions for Said Shares 


These securities have not been approved or disapproved by the Securities and 
Exchange Commission, Nor has the Commission passed upon the accuracy or 
adequacy of this prospectus. Any representation to the contrary is a criminal 
offense. 


*No further statements were received except as follows : 

(a) A letter from Mr. Cohn furnishing the answer to a question asked by Senator 
Pastore, which is printed in the appendix to this volume at p. 1467. 

(b) A supplemental statement of Zenith Radio Corp., and Teco, Inc., which is printed 
in the appendix to this volume at p. 1467. 
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As more fully set forth herein, the Company is offering to the shareholders of 
Zenith Radio Corporation of record on July 15, 1949, the privilege of subscribing 
at the Price to Public shown below for their pro rata part of 99,000 shares of the 
$10 Par Value Common Stock of Teco, Inc., at the rate of one-fifth (1/5) of a 
share of such stock for each one (1) share of the Common Stock of Zenith Radio 
Corporation then held. Subscription privileges will expire at 3 P. M. Central 
Daylight Time on May 9, 1950. Shares not subscribed for by the shareholders 
of Zenith Radio Corporation will be offered by the Company to such person or 
persons as may be interested in the purchase thereof. All Subscriptions are sub- 
ject to the condition that on or before November 18, 1950, all unsubscribed shares 
will be sold. No certificates representing shares subscribed for will be issued 
unless and until this condition is fulfilled. In lieu thereof transferable Subscrip- 
tion Receipts will be issued by the Company evidencing conditional subscriptions 
that have been accepted. Holders of Subscription Receipts will not be considered 
shareholders of the Company and will have no rights or privileges as such. 

In the event that all of the Company’s authorized Common Stock consisting 
of 100,000 shares has not been subscribed for on or before November 18, 1950, 
the Company will refund to all holders of Subscription Receipts other than the 
Promoters the amount of the subscriptions evidenced thereby. The details of 
the offering in this as well as other respects are set forth under the heading 


“Offering to Shareholders of Zenith Radio Corporation” and under the heading 
“Obligations of Promoters.” 


Subscription price, $10 a share. 





Price To |Underwriting| Proceeds to 
Public | Discounts | Company* 


| 
None | $990,000. 00 
None | $10. 00 


*The proceeds to the Company are stated before deduction of expenses payable by the Company. Unless 
all shares are sold prior to Nov. 18, 1950, these expenses will be paid exclusively out of funds received by the 
Company from subscriptions made by certain of the promoters as more fully explained under the heading 


*‘Obligations of Promoters’”’ at p. 8 hereof. 


This issue is not underwritten. 

The date of this Prospectus is April 19, 1950. 

No dealer, broker, salesman, or other person has been authorized to give any 
information or to make any representations not contained in this Prospectus 
in connection with the offer contained in this Prospectus and, if given or made, 
such information or representations must not be relied upon as having been 
authorized by the Company. Neither the delivery of this Prospectus nor any 
sale made hereunder shall, under any circumstance, create any implication that 
there has been no change in the affairs of the Company since the date hereof. 


This Prospectus does not constitute an offering in any state in which such 
offering may not lawfully be made. 


THE REGISTRATION STATEMENT 


Teco, Inc., has filed with the Securities and Exchange Commission, at Wash- 
ington, D. C., a Registration Statement (Form S-2) under the Securities Act 
of 1933, as amended, with respect to 99,000 shares of Common Stock, par value 
$10 a share and such indeterminate number of Subscription Receipts evidencing 
conditional subscriptions received for said shares as may be issuable as a result 
of the exercise of subscription privileges being offered to the shareholders of 
Zenith Radio Corporation. For further information with respect to the securities 
offered, reference is made to the Registration Statement and amendments thereto, 
including the financial statements and exhibits filed as parts thereof. 


Teco, Inc. 


99,000 Shares Common Stock (Par Value $10 a share) Together With Subscrip- 
tion Receipts Evidencing Conditional Subscriptions for Said Shares 
Transfer Agent and Subscription Agent: The First National Bank of Chicago, 
Chicago, Illinois. 
ORGANIZATION AND HISTORY OF BUSINESS 


The shares of common stock covered by this Prospectus are offered by Teco, 


Ine. (meaning Television Entertainment Company, Incorporated), herein referred 
to as “the Company.” 
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Teco, Inc., was organized under the laws of the State of Illinois on May 25, 
1949. Its registered and only present office is located at Room 2067, 231 South 
LaSalle Street, Chicago 4, Illinois. Its organization was sponsored by the 
principal executive officers and by the directors of Zenith Radio Corporation 
of Chicago, Illinois, herein referred to as “Zenith.” All of the Company’s 
presently outstanding capital stock consisting of 1,000 Common Shares is owned 
by individuals who are either officers or directors of Zenith or both officers and 
directors of that corporation. Set forth below is a statement of the factors that 
prompted the sponsorship of the Company by this group. ; 

For some time it has been the considered opinion of Zenith’s management 
that unless some means were developed for providing revenue in sufficient amount 
to make possible the broadcasting of first-run movies and other expensive types 
of programs, television would never realize its full potentialities as a great, 
nationwide industry. It was and is the opinion of Zenith’s management that 
advertisers who have supported radio broadcasting and are now partially paying 
for the present type of television programs cannot be expected to provide the 
very substantial revenue required to make possible the broadcasting of television 
programs that will be entirely acceptable to the public over the years. 

Accordingly, Zenith has endeavored for a number of years to devise a means 
for providing such revenue for television broadcasting. It has now developed 
what is believed to be a practicable subscription television system known as 
“Phonevision” by which fees may be collected from users of television receivers 
for the privilege of satisfactorily receiving certain programs, such as first-run 
movies and other costly forms of entertainment. Certain technical features are 
still in the process of solution but Phonevision has been developed to a degree 
indicating that its commercial use is feasible. Zenith has pending several appli- 
eations for patents covering Phonevision. In this connection reference is made 
to the heading “Patents” appearing on page 6 hereof. Zenith has publicly 
announced that it intends to license other manufacturers to manufacture and 
sell television receivers embodying Zenith’s Phonevision invention. A description 
of the manner in which Phonevision operates follows : 

Television receivers will be equipped with a special device whereby users, if 
they so desire, may satisfactorily receive programs for which a fee will be 
charged. These receivers also will be capable of receiving “free” programs 
satisfactorily. In the case of programs for which a fee is charged, only a portion 
of the frequencies on which the programs are being broadcast will be trans- 
mitted directly by the broadcasting stations to television receivers. The effect 
of this will be to make the picture or other signal on the receiver scrambled, 
indistinct, and otherwise unsatisfactory. 

It is contemplated that a user of a television receiver equipped with the device 
embodying the feature referred to above who desires to see programs for which 
a fee is charged, by calling the telephone company serving him and requesting it, 
will receive over the telephone lines the missing frequencies. These additional 
frequencies will be transmitted to the television set through an appropriate con- 
nection with the telephone line and the picture which originally appeared on 
the television set in scrambled and indistinct form, immediately will be made 
clear and distinct. The user of the television receiver will be charged a fee 
for this service. Fees derived in this manner will be divided between the tele- 
vision broadcasters, the telephone companies, the producers of programs, and 
other interests entitled to participate therein on a basis to be agreed upon 
between them, thus furnishing funds for the production, broadcasting, dis- 
tributing, and booking of programs. 

The Company was organized for the purpose of promoting Phonevision and 
bringing about its general acceptance and use. When, as, and if Phonevision is 
put into commercial operation, it is proposed that the Company will act as the 
representative or agent of the various interests producing and transmitting the 
subscription programs, in the booking of such programs, the fixing of fees to be 
collected from users of television receivers adapted for Phonevision reception, 
arranging for the collection of all or a portion of such fees, the allocation of the 
same among the various interests entitled to participate therein, the negotiation 
of contracts between producers of programs, television broadcasters, telephone 
companies, and other interests involved and, in general, to supervise the function- 
ing of the system after it has been established so far as the transmitting portion 
of the same is concerned. It is likely that the Company also will be obliged to 
render assistance to such interests in obtaining authority to put the system into 
be from the Federal Communications Commission and possibly other regulatory 

es. 
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The Company as yet has not commenced the active operation of the proposed 
business in which it will engage as outlined above. It is still definitely in the 
formative and organizational stage. Its primary asset is a contract that it has 
entered into with Zenith Radio Corporation, the terms and provisions of which 
are described below. 


CONTRACT BETWEEN TECO, INC. AND ZENITH RADIO CORPORATION 


Under the date of July 26, 1949, the Company and Zenith entered into a contract 
providing, in substance, as follows: 

1. Zenith grants to the Company the exclusive right to engage in promoting 
and endeavoring to bring about the acceptance and use of the transmitting portion 
of Phonevision by television broadcasting companies, organizations owning, oper- 
ating, or controlling telephone lines or other conductor facilities or networks, 
motion-picture producers, distributors of motion-picture films, organizations en- 
gaged in the entertainment business, and other persons or organizations pro- 
ducing or making available for broadcasting, programs of various types. Such 
entities or Organizations are hereafter collectively sometimes referred to as 
“Broadcasting Interests.” 

2. In order to enable the Company to accomplish the foregoing objectives, 
Zenith grants to the Company, without the payment of royalty, the nonassignable 
exclusive right, with the right to license others, to manufacture or to have manu- 
factured and to use but not to sell transmitters and other equipment connected 
with the transmitting portion only of Phonevision under any and all inventions 
and applications for patents now owned or which may hereafter be acquired by 
Zenith while the contract with the Company is in effect and under any and all 
patents which may be issued on such applications covering the transmitting 
portion of Phonevision as well as similar rights under any patents not owned 
by Zenith but under which it has or may acquire the right to license others. If 
Zenith is required to pay royalty to any third parties under any agreements 
granting it rights under patents of such third parties, Zenith will license the 
Company under the claims pertaining exclusively to subscription television trans- 
mission under such patents only if the Company shall agree to pay, either to 
Zenith or to such parties, the proper proration of the royalties, if any, which 
Zenith is obligated to pay to such third parties. The rights granted to the 
Company are limited to the United States of America, its territories, and insular 
possessions, the Dominion of Canada, the United States of Mexico, the Island 
of Cuba, and the Island of Hispaniola, which is comprised of Haiti and the 
Dominican Republic. 

3. Zenith does not grant any rights to the Company, nor will the Company be 
authorized to extend any rights, to television or radio manufacturers, television 
broadcasters, or any other persons or organizations to manufacture, use, or sell 
devices or apparatus embodying the receiving portion of Phonevision under any 
applications for patents or patents which may issue thereon now owned by Zenith 
or hereafter acquired, or under which it may have the right to license others, 
such rights being specifically reserved to Zenith. 

4. In the event the Company is successful in its efforts to bring about the 
adoption and use of Phonevision by the various Broadcasting Interests above set 
forth, the Company will arrange for and book the programs to be broadcast by 
means of Phonevision and will act as the representative or agent of such interests 
in coordinating their operations. It will negotiate and make agreements with 
respect to the fixing of the fees to be charged users of television receivers who 
subscribe for programs broadcast by means of Phonevision and it will collect all 
or a portion of such fees and negotiate and make agreements with respect to the 
allocation of such fees between the various interests involved. The Company 
also will assist in obtaining the necessary authority from the Federal Communi- 
cations Commission or any other governmental agency having jurisdiction of the 
matter to establish, put in use, and operate the transmitting portion of Phone- 
vision. 

5. The Company may grant to such interests participating in the transmission 
of programs by means of Phonevision the right to use the transmitting portion of 
such system on such terms as the Company sees fit. 

6. Zenith will not grant to any person other than the Company any licenses or 
rights under the claims of Zenith’s patents pertaining exclusively to subscription 
television transmission, or under similar claims of any patent under which it 
has the right to grant licenses to others, to manufacture or to have manufactured, 
or to use 6r permit the use of subscription television transmitting apparatus in 
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any portion of the area covered by the contract or to any person to sell such 
subscription television transmitting apparatus except with respect to any portion 
of the area covered by the contract which may be withdrawn by Zenith because 
of the failure of the Company to bring about the acceptance and use of Phone- 
vision in any such withdrawn portion of said area, and except also that if any 
licensee of the Company shall, for any reason, cease to have use for subscription 
television transmitting apparatus, such licensee, with the consent of the Com- 
pany, may sell it to another licensee of the Company subject to the terms of the 
proposed contract, or the Company itself may purchase the same and sell it to 
another of its licensees. 

Zenith agrees not to itself manufacture or have manufactured subscription 
television transmitting apparatus during the term of the contract except for its 
own experimental purposes without the consent of the Company. 

7. Zenith agrees that, on its own initiative or at the request of the Company, 
it will prosecute infringers of any of the claims of its patents pertaining to sub- 
scription television transmitting apparatus or, if the Comany shall so elect, it 
shall have the right to prosecute such infringers. In the event of any recovery 
of damages by the Company in any suit instituted by it, the Company will retain 
one-half the net amount of such damages and pay the remaining half to Zenith. 

8. Zenith agrees that, if at any time during the term of the agreement it 
should sell or assign any of its patents relating to subscription television trans- 
mission, it will make such sale or conveyance subject to the terms of its agreement 
with the Company. 

9. Zenith will not pay the Company any compensation for its services. Such 
income as the Company may receive will be derived from that portion of the fees 
paid to it by the users of television receivers who subscribe for the programs 
broadcast by means of Phonevision in accordance with the provisions of contracts 
negoti:uted by the Company and entered into with it by the various Broadcasting 
Interests or paid to it in such other manner as may be agreed upon by it and 
the Broadcasting Interests involved. 

10. The Company agrees to pay to Zenith annually an amount equal to 3314% 
of the Company’s net profits before payment of or provision for Federal or State 
income, excess profits or other taxes on income. This amount will not be de- 
ducted from profits in computing the payment due Zenith but will be deducted 
as an expense for the tax purposes indicated. 

11. Zenith agrees to continue diligently the development and improvement of 
Phonevision and to cooperate with the Company in making all such developments 
and improvements available to the Broadcasting Interests. Zenith assumes and 
will pay the cost of all necessary demonstrations, experiments, and testing of 
Phonevision, including the cost of the necessary equipment therefor. 

12. The Company agrees to devote its best efforts to the promotion of Phone- 
vision in the territory above mentioned. If the Company shall not have been 
successful in effecting the adoption and use of Phonevision prior to July 26, 1959, 
in any metropolitan’ district of the United States as defined by the Bureau of 
Census or in any similar area outside the United States within the territory 
covered by the agreement, or within any other area within or without the 
United States not classified as a metropolitan district exceeding 100,000 square 
miles in extent, which is considered suitable for the practice of Phonevision, 
Zenith may terminate the contract with respect to any such area provided the 
Company, after receiving notice from Zenith, shall not have been able to bring 
about the adoption and use of Phonevision therein within one year from the 
date of such notice. 

18. The Company has the right to terminate the agreement at any time after 
five years from its effective date on six months’ notice to Zenith if the latter 
has not obtained patent rights covering Phonevision which are satisfactory to 
the Company. 

14. The contract automatically terminates if the Company becomes bankrupt 
or is reorganized, or makes an arrangement with its creditors under the Bank- 
ruptcy laws, or if a receiver is appointed for the Company or its assets and is 
not removed within ninety days from the date of the appointment. 

15. The Company is obligated to offer to shareholders of Zenith the right to 
subscribe for the Company’s $10 par value common stock in proportion to the 
number of shares of Zenith stock held by such shareholders, as established by 
the stock records of Zenith at the close of business on July 15, 1949. Each 
owner of five (5) shares of Zenith stock will be entitled to subscribe to the 
purchase of one (1) share of the Company’s stock at a purchase price of $10.00 
ashare. Any unit of Zenith stock less than five (5) shares owned by any share- 
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holder of that company will entitled such shareholder to subscribe proportion- 
ately for fractional shares of the Company’s stock. The right of Zenith’s 
shareholders to subscribe for the Compauy’s stock will expire twenty (20) 
days after its offer for sale to them. 

16. The contract will not become effective unless the Company shall obtain 
through the sale of its stock, either pursuant to the cffer to be made to Zenith 
shareholders or otherwise, its entire authorized capital of $1,000,000.00 within 
seven (7) months after such stock shall have first been offered for sale. At 
the expiration of said period, the Company is obligated to advise Zenith whether 
or not it has obtained such fully paid-in capital. The contract further provides 
that in the event the Company is unable to procure its entire $1,000,000.00 capi- 
talization within the period specified, it is obligated to return to all persons 
who have subscribed for and purchased its stock the amounts paid by them for 
the same, after deducting their proportionate share of the cost of organizing 
the Company and its other proper and necessary expenses, including, among 
others, the expenses incurred by it in procuring subscriptions for its stock. Un- 
der date of January 31, 1950, three of the promoters of the enterprise entered 
into a contract with the Company providing, among other things, that if the 
Company is unable to procure its entire capitalization within the stated period, 
all these expenses shall be paid out of funds received by the Company on sub- 
scriptions made by the promoters. Accordingly, in the event of the contingency 
referred to, all subscribers other than the Promoters will have returned to 
them the full amount of their subscriptions without any deductions. (See page 
8 hereof under the heading “Obligations of Promoters”.) 

17. If the contract becomes effective, it will extend and remain in force during 
the life or terms of any United States patents which may be issued, on the 
applications filed by or for Zenith on its Phonevision development and for five 
(5) years thereafter unless the same is terminated in whole or in part for any 
reason or in any manner provided for in the contract. 

The foregoing consists in part of summaries of certain provisions of the con- 
tract between the Company and Zenith, a copy of which is filed as an exhibit to 
the Registration Statement and to which reference is made for 2 full statement of 
its terms and provisions. The description herein set forth is qualified by such 
reference. 


PROSPECTIVE BUSINESS 


No representations or predictions are or can be made as of the date of this 
Prospectus regarding the business prospects of the Company. It has not as yet 
engaged in any activities except those incident to its intitial organization and 
development. Further progress in this respect is dependent on the sale of all 
of the stock offered by this Prospectus at not less than the offering price within 
seven (7) months from the date of the initial offering to Zenith shareholders as 
provided in the contract between the Company and Zenith. As heretofore 
stated, the Company is required to refund the purchase price received on any 
shares that are sold to the purchasers thereof (other than the promotional 
interests) during this seven-month period, in the event it is unsuecessful in 
disposing of all of its authorized capital stock within such period. Accordingly, 
if the Company fails to fulfill this obligation, it will have insufficient funds 
with which to pursue its corporate objectives. 

Another consequence of the Company’s failu”e to sell all of the stock offered 
by this Prospectus within seven (7) months from the date thereof will be the 
cancellation of its contract with Zenith. Although no asset value is attached 
to this contract in the financial statements accompanying this Prospectus, it is 
apparent that the contract is the Company’s present principal asset. Without 
the exclusive rights granted to the Company by Zenith, the Company would be 
in no position to engage in the contemplated enterprise. For the reasons stated, 
any business prospects that the Company may have are initially contingent upon 
its ability to dispose of all of its authorized stock. 

It is estimated that the promotional and development stage of the Company’s 
business will cover a period of several years. It also is estimated that the cost 
of this promotional and development work will aggregite close to $1,0°0,000.00. 
This accounts for the provision in the contract with Zenith that the Company 
must have a paid-in capitalization of $1,000,000.00 before the contract becomes 
effective. 

Phonevision has from time to time been demonstrated to various motion-picture 
producers, broadcasting organizations, telephone companies, and others. While 
many of these organizations have indicated an interest in it, up to the present 
time none of them has agreed to participate in the adoption of the system for 
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the purpose of putting it into operation. There are no commitments of this 
nature in existence. 

The Company is informed that Illinois Bell Telephone Company has agreed 
to the use of certain of its facilities for the purpose of enabling Zenith to make 
the experimental Phonevision broadcasts in Chicago, referred to below. Illinois 
Bell Telephone Company has, however, made it clear that in permitting the use 
of its facilities for experimental Phonevision broadcasts, it does not enter into 
any commitment to provide such facilities for like broadcasts on a commercial 
basis. Furthermore, Illinois Bell Telephone Company has stated that ‘it has 
no present intention of participating in other aspects of Phonevision, such as bill- 
ing, collecting, or operating the switching of unlocking signals, or handling 
the orders therefor. 

Efforts will be made to persuade Illinois Bell Telephone Company—and other 
companies in the Bell System—to recede from the position last stated. If such 
efforts are unsuccessful and that position is adhered to, the development of 
Teco’s business will be seriously retarded—even though the tests referred to 
indicate a potential public demand for Phonevision. Other means would have 
to be developed to furnish the Phonevision subscriber with the missing fre- 
quencies heretofore mentioned. 

It is apparent that the Company’s business prospects will be directly dependent 
on the extent to which the public accepts and makes use of Phonevision. No 
means exists for measuring this demand and, accordingly, no representations are 
made with respect thereto. Competition from present sources of entertainment, 
possible technical problems and the necessity of procuring approval of regulatory 
bodies for the institution and use of Phonevision are other factors that may 
have an effect on the Company’s business. 

No technical problems exist that are considered vital. Equipment has been 
developed to handle what is believed will be a normal volume of traffic over tele- 
phone facilities in a thirty-minute interval of time immediately prior to a Phone- 
vision broadcast. If present estimates in this respect prove to be inaccurate, 
other methods of controlling this traffic will have to be devised. This is possible 
mechanically but involves additional expense. Adaptation of the equipment to 
so-called four-party or more than four-party telephone lines may also be classi- 
fied as a technical problem. The equipment can be so adapted but the expense 
involved probably will be more than the cost differential between a four-party 
telephone line and lines serving fewer than four parties. Other problems of a 
technical character not foreseen at this time may arise and reference to those 
indicated above must not be construed as a representation that there will be no 
others. 

Permission to inaugurate a system by which fees may be collected from users 
of television receivers will have to be obtained from the Federal Communications 
Commission and possibly from other regulatory bodies. Applications for such 
permits may be the subject of public hearings lasting over an extended period 
of time, the duration of which cannot be estimated. Interests controlling present 
sources of entertainment may interpose objections to the issuance of any such 
permits for competitive reasons. It is impossible to forecast the effect of such 
opposition in obtaining required authorizations. These are other factors that 
may have an effect on the Company’s business prospects. Refusal on the part 
of the aforesaid regulatory agencies to issue permits in all probability would 
force the Company to abandon the objectives for which it was created and would 
probably result in its liquidation. 

The Company has been advised that the Federal Communications Commission 
has granted an application filed by Zenith for authority to make experimental 
Phonevision broadcasts in Chicago, Illinois. The purpose of these experimental 
broadcasts is to establish the feasibility and practical operation of Phonevision 
and its public acceptance. The order of the Federal Communications Commis- 
sion granting this application by Zenith was issued subject to the following 
conditions, among others: 

“This action shall not be construed as a determination or finding that the con- 
duct of said experimental operations in the television broadcast band is or will 
be in the public interest beyond the express terms of this authorization. The 
Commission expressly reserves its determination as to what frequencies, if any, 
should be allocated to ‘Phonevision’ or to any system of subscription television.” 

* * * * * ok ~ 


“Zenith Radio Corporation shall avoid any action that might create the imprge- 
sion in the mind of any person or persons that ‘Phonevision’ has been or will | 


authorized on a regular basis or that the said authorization constitutes approval 
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by the Commission of the principle of ‘Phonevision’ or subscription tele- 
vision. * * *” 

While it is fully aware of the existence of the factors outlined above, the Com- 
pany believes that there is a substantial need for some revenue-producing medium 
to defray the expense involved in providing acceptable television programs and, 
if such need remains unfulfilled, the management of the company shares the 
opinion expressed by the management of Zenith that the development of tele- 
vision into a great nationwide industry will be materially retarded. The Com- 
pany believes that Phonevision affords the most satisfactory means of answering 
this need. 

If this need exists, the Company also believes that there is a corresponding 
need for the services of a separate and independent organization to perform the 
various functions outlined above. Accordingly, if and when Phonevision is 
accepted and made operative, the Company believes that there will be a demand 
for the services it proposes to render. 

The Company is not able at this time to predict with any degree of certainty 
the extent of its business prospects. At the present stage of its development 
it must be considered a speculative enterprise. Particularly is no representa- 
tion made regarding prospective earnings. Any earnings of the Company are 
contingent upon the success of Phonevision and no substantial earnings are 
expected for a period of several years. Any earnings thereafter are at this 
time only a matter of conjecture. 

It is contemplated that the Company’s income will be derived largely from that 
portion of the fees paid to it by the users of television receivers who subscribe 
for the programs broadcast by means of Phonevision in accordance with the 
provisions of contracts negotiated by the Company if and when Phoneyision 
becomes commercially operable. In this connection specific reference is made 
to the provision in the contract between the Company and Zenith that as long 
as the contract is in existence the Company must pay annually 3314% of its net 
profits to Zenith before the payment of or provision for federal or state income, 
excess profits, or other taxes on income. 


DESCRIPTION OF PROPERTY 


The Company owns no physical properties of any kind nor at this time does it 
contemplate the acquisition of any other than office furniture, fixtures, and equip- 
ment to be acquired as the need therefor arises after it has commenced the 
active transaction of business. The business of the Company as described above 
will be that of a so-called service industry so that office quarters and facilities 
only will be required in conducting its operations. The Company does not pres- 
ently plan to engage in manufacturing operations of any kind. Its only present 
office is located in leased quarters in The Continental Illinois National Bank 
Building, 231 So. LaSalle Street, Chicago, Illinois. 


PATENTS 


The Company does not own any patents. Zenith Radio Corporation presently 
has pending in the United States Patent Office several applications for patents 
covering both the receiving and transmitting portions of Phonevision. The Com- 
pany is advised that recently eighteen claims were allowed by the Patent Office 
under one of these applications, considered to be basic in nature, but no patent 
has been or will be issued thereon for a matter of several weeks. Under the 
contract between the Company and Zenith, the Company is granted, without the 
payment of royalty, exclusive rights with the right to license others, to manu- 
facture or to have manufactured and to use, but not to sell, transmitters and 
other equipment connected with the transmitting portion only of Phonevision 
under any and all inventions and applications for patents now owned or which 
may hereafter be acquired by Zenith while the contract is in effect and under 
any and all patents which may be issued on such applications covering the trans- 
mitting portion of Phonevision as well as similar rights under any patents not 
owned by Zenith but under which it has or may acquire the right to license others. 
Attention is called to the fact that neither Zenith nor the Company will have any 
enforceable rights in the claims contained in the pending patent applications 
until patents issue. Thereafter such rights will be limited to the claims allowed 
in the patents as issued. 

The Company believes that the foregoing rights will be of considerable value 
and of distinct advantage to it in the conduct of its business when and if the 
aforesaid patents are issued. 
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COMPETITION 


The nature and extent of the competition from others that may engage in the 
saline type of business as that contemplated by the Company cannot be foreseen 
with any degree of accuracy at this time. It is believed that at present there is 
no method similar to Phonevision for providing revenue to defray the cost of 
broadcasting expensive types of television programs. Consequently, there is no 
guide by means of which the Company can measure prospective competition and 
it makes no representations or predictions with respect thereto. 


OFFERING TO SHAREHOLDERS OF ZENITH RADIO CORPORATION 


AS required by its contract with Zenith, the Company is offering on a pro rata 
basis tu the shareholders of record of Zenith as of July 15, 1949, the shares 
covered by this Prospectus. The cffering is made on the basis of one-fifth (4) 
of a share of Teco, Inc., $10 par value common stock for each share of Zenith 
stock held. The offcring price, as stated on the cover page of the Prospectus, 
is at the rate of $10.00 a share. Fractional shares will be issued and Zenith 
shareholders may purchase all or any portion of the shares offered to which they 
may be entitled by virtue of their stuck huldings in Zenith. ‘The initial offering 
is made exclusively to the record shareholders of Zenith as of July 15, 1949, as 
shown by its stock transfer records and the subscription forms evidencing sub- 
scription privileges will not be assignable, tranferable, or negotiable in any 
manner. 

The First National Bank of Chicago will act as Subscription Agent for the 
Company in connection with the offering to Zenith shareholders and all subscrip- 
tions will be subject to acceptance and confirmation at its offices in Chicago, 
Illinvis. Subscription privileges may be exercised by surrender of subscript on 
forms to the Subscription Avent properly executed, together with full payment 
of the subscription price. The subscription price must be paid in the United 
States dollars and may be made in cash or by certified or cashier’s check payable 
to the order of the Subscription Agent. 

The privilege of Zenith shareholders to subscribe for the common stock offered 
hereunder will expire at 3 P. M. Central Daylight Time on May 9, 1950. 

All subscriptions for stock are subject to the condition that on or before 
Noveinber 18, 1950, all stock of the Company offered hereunder will be sub- 
scribed for—either by exercise of the privileges herein offered or otherwise. 
No certificates representing shares subscribed for will be issued unless and until 
this coudition is fulfilled. Pending fulfillment thereof all funds received by the 
Subscription Agent from subscribers other than certain of the promoters will 
be held in escrow by the Subscription Agent and will be returned to such sub- 
scribers in the manner stated below if said condition is not fulfilled. 

As promptly as possible after the receipt of subscriptions (if received before 
the expiraiion date and time referred to above) the Company will issue to each 
Zenith shareholder who has submitted a properly executed subscription form, 
together with payment in full for all shares subscribed, a Subscription Receipt 
acknowledging receipt of such subscription and payment and stating the terms 
and conditions upon which it is issued as herein set forth. All Subscription 
Receipts will be issued in registered form and will be transferrable only on the 
hbouks of the Subscription Agent subject to such reasonable regulations and 
charges as the Subscription Agent may prescribe. No transfer will be valid 
unless entered on the books of the Subscription Agent. The registered holder 
of any of said Subscription Receipts will be deemed the absolute owner thereof 
and neither the Company nor the Subscription Agent will be affected by any 
notice to the contrary. 

If all of the Company’s authorized Common Stock consisting of 100,000 
shares has been subscribed for on or before November 18, 1950, and payment 
therefor has been received by the Company, notice to that effect will be mailed 
promptly to all holders of Subscription Receipts as shown by the records of the 
Subscription Agent. Sueh notice will direct holders of Subscription Receipts 
to surrender them to the Subscription Agent in exchange for stock certificates 
issned by the Company or its Transfer Agent in the name of the registered holder 
of the Subscription Receipt or his assignee evidencing ownership of fully paid 
and nonassessable shares of the Company in the number called for by the sur- 
rendered Subscription Receipt. Until the issuance of such stock certificates, 
holders of Subscription Receipts will not be considered shareholders of the 


Company and will not have voting rights or any other rights or privileges as 
such. 
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In the event 100,000 shares of the Company’s stock have not been subscribed 
for on or before November 18, 1950, notice to that effect will be sent by the 
Subscription Agent to all holders of Subscription Receipts other than the Pro- 
motets.‘ Said notice will direct holders of Subscription Receipts to surrender 
them to the Subscription Agent for cancellation. Upon surrender of each’ such 
Subscription Receipt, the Subscription Agent will pay to the registered holder 
thereof or his assignee the amount of the subscription evidenced by said receipt. 

The Company is aware that it is, in effect, pioneering in an unexplored field. 
It believes that the potentialities are promising but the obstacles that must 
be overcome also cannot be ignored. The proposed enterprise may be successful 
or wholly unsuccessful. In the latter event the prospective investor may receive 
no return on his investment, capital or otherwise. There is presently no market 
for the Company’s common stock or the Subscription Receipts described above. 

The present shareholders of the Company are all directors and shareholders 
of Zenith. Because of their relationship to the Company on the one hand 
and to the shareholders of Zenith on the other, it was determined that the 
latter should have the first opportunity to acquire stock in the new enterprise if 
they so desire and before participation is offered to others. For this reason 
there was included in the contract between the Company and Zenith the pro- 
vision requiring the Company to make thiS initial offer to Zenith- shareholders. 





PROMOTERS 


The organization of the Company was initiated and sponsored by certain 
officers and directors of Zenith. They subscribed to all of the Company’s presently 
outstanding capital stock issued at the time of its organization amounting t6 1,000 
shares and paid $10.00 a share therefor in cash. The names of the individuals 
participating in the manner indicated, together with a brief statement of their 
business experience and the number of shares of the Company for which they 
subscribed and subsequently purchased is set forth below: 

Mr. E. F. McDonald, Jr., has been president and a director of Zenith since 
1923 and is the principal executive officer of that corporation. He subscribed 
for and purchased 590 shares of the Company’s common stock. 

Mr. Hugh Robertson is executive vice president, treasurer, and a director 
of Zenith. He has occupied these positions for more than fifteen years. 
Mr. Robertson subscribed for and purchased 76 shares of the Company’s 
common stock. — . 

Mr. Irving Herriott is a- practicing attorney, a partner of the law firm of 
Montgomery, Hart, Pritchard & Herriott, Chicago, Illinois, and has been 
general counsel for Zenith since its organization as a corporation in 1923. 
He has been a member of its board of directors since 1942. Mr. Herriott 
initially subscribed for and purchased 191 shares of the Company’s common 
stock. Subsequently he acquired the 3 shares subscribed for by the incorpo- 
rators of the Company. 

Mr. Frank A. Miller is a partner in the firm of James E. Bennett & Co., 
Stock and Grain Brokers, Chicago, Illinois, and has been a director of Zenith 
since 1940. He subscribed for and purchased 100 shares of the Company’s 
common stock. 

Mr. Ralph Hubbart is president of Allied Products Corporation, manufac- 
turers of automotive parts, and has been a director of Zenith since 1928. He 
subscribed for and purchased 20 shares: of. the Company’s common, stock. 

Mr. Karl E. Hassel is assistant vice president, engineering executive, and 
a director of Zenith. He has been a director since 1934 and assistant vice 
president since 1948. He was a member of the partnership known as Chicago 
Radio Laboratory, predecessor of Zenith Radio Corporation. Mr. Hassel 
subscribed for and purchased 20 shares of the Company’s common stock. 

Reference is made to the following section under the heading “Obligations of 
Promoters” for the terms of certain commitments undertaken by Messrs. McDon- 
ald, Robertson, and Herriott, three of the above-named individuals, in connection 
with the offering. 


OL! TIGATIONS OF PROMOTERS 


The shares offered hereunder have been qualified for sale in Iliinois under the 
Illinois Securities Law. To effect this qualification and fulfill a requirement 
imposed on the promitional interests, Messrs. McDonald, Robertson, and Herriott, 
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three of the promoters referred to above, have entered into a contract with the 
Company agreeing: 

(a) to subscribe for and purchase at $10 a share all of the shares for which 
they will have the privilege of subscribing by virtue of their stock holdings 
in Zenith and, in addition, to purchase such further number of shares as 
may be necessary to make their aggregate subscriptions equal to not less 
than 15% of Teco’s proposed paid-in capitaliaziton of $1,000,000.00 ; provided, 
howeyer, that the obligation to purchase such further number of shares is 
subject to the condition that there are a sufficient number of shares not 
subscribed for by other shareholders of Zenith to enable the promoters to 
fulfill their commitments in this respect ; and 

(b) that in the event the proposed paid-in capitalization of $1,000,000.00 is 
not realized within seven (7) months of the initial offering to Zenith share- 
holders, all expenses relating to the incorporation of the Company, including 
its operating expenses since its incorporation and the expenses of this financ- 
ing, shall be paid exclusively out of funds received by the Company on the 
promoters’ subscriptions and shall not be paid out of funds received from 
other subscribers. 

The agreement further provides that nothing therein contained shall be con- 
strued to prohibit the promoters, individually or as a group, from subscribing 
for shares aggregating more than 15% of the Company’s proposed paid-in capital- 
ization, although they are under no obligation to do so. A copy of the agreement 
is filed as an exhibit to the Registration Statement, to which reference is made for 
a full statement of its terms and provisions. The foregoing summary is qualified 
by such reference. 

The promoters have advised the Company that no shares purchased by them, 
either in fulfillment of their obligations under the aforesaid contracts or other 
wise, are being purchased with a view to the further distribution thereof but are 
being purchased for personal investment purposes only. Accordingly, the Com- 
pany does not believe the promoters are properly classified as “underwriters” as 
that term is defined in the Securities Act of 1933, as amended. 


DISPOSITION OF UNSUBSCRIBED SHARES 


Except as stated above, there are no commitments in existence for the purchase 
of shares not subscribed for by the shareholders of Zenith. The Company pro- 
poses to sell such shares by offering them to such person or persons as may be 
interested in the purchase thereof. Said shares will be offered under similar 
conditions and at the same price as the offering to Zenith shareholders. After 
the expiration of subscription privileges being offered to Zenith shareholders, the 
Company will file a supplemental Prospectus by post-effective amendment to the 
Registration Statement reflecting the result of such offering. It is contemplated 
that unsubscribed shares will be offered through the supplemental Prospectus. 


CAPITALIZATION 


The capitalization of the Company as of January 31, 1950, and as adjusted to 
give effect to the issuance of the shares offered by this Prospectus was as 
follows: 

Title of Class: Common Stock, $10 Par Value 
January 31, 1950: 
Authorized: 100,000 shares 
Outstanding: 1,000 shares 
Adjusted As Above Stated: 
Authorized: 100,000 shares 
Outstanding: 100,000 shares 


DESCRIPTION OF CAPITAL STOCK 


All shares of the Company’s $10 par value common stock are entitled to par- 
ticipate equally in dividends. All shares rank equally upon liquidation. Bach 
shareholder has one vote for each share registered in his name, except that for 
the election of directors each holder is entitled to as many votes as shall be 
equal to the number of his shares of stock multiplied by the number of directors 
to be elected and each shareholder may cast all of his votes for a single director 
or may distribute his votes among the number to be voted for or among any two 
or more of them in accordance with his desires. The holders of the Company's 
common stock have preemptive rights as to additional-issues ef stock by the 
Company with such exceptions as exist under the statutes of the State of 
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Illinois. There is no limitation in the Company’s Articles of Incorporation with 
respect to voting or dividend rights of holders of fractional shares. Accordingly 
they will possess such rights to the extent of their fractional share holdings. 


DESCRIPTION OF SUBSCRIPTION RECEIPTS 


The Subscription Receipts which the Company will issue to Zenith shareholders 
evidencing conditional subscriptions received for shares of its common stock are 
described under the heading “Offering To Shareholders of Zenith Radio Cor- 
poration.” The only rights or interests that the holders thereof will have in the 
Company or its affairs will be (1) the right to receive the number of shares of the 
Company’s $10 par value common stock called for by their Receipts when and if 
such stock is issued and (2) the right to receive a refund of the subscription 
evidenced by their Receipts in the event such stock is not issued. Holders of 
Subscription Receipts will have no right to participate in the management or 
operation of the Company and. will have no voting rights of any kind. They 
will have no interest in the contract between the Company and Zenith Radio 
Corporation described above nor in any possible rights or privileges of the Com- 
pany thereunder. They will not be entitled to participate in any liquidation of 
the Company prior to the issuance of certificates representing common stock 
subscribed for and will have no interest in any of the Company’s assets. In 
addition, holders of Subscription Receipts will have no preemptive rights or 
rights of any other kind with respect to the disposition of shares not sub- 
scribed for by Zenith shareholders. 


THE PURPOSE OF ISSUE AND APPLICATION OF PROCEEDS * 


In the event that all of the shares of the Company’s $10 par value common 
stock offered hereunder are sold, the net proceeds received by the Company (after 
deducting expenses) will amount to approximately $250,000. Such proceeds will 
become the working capital of the Company and will be available for any proper 
corporate purpose. As heretofore indicated, the Company requires working 
capital for the purpose of promoting and endeavoring to bring about the ac- 
ceptance and use of the transmitting portion of Phonevision by television broad- 
casting companies, organizations owning, operating cr controlling telephone 
lines or other conductor facilities or networks, motion-picture producers, dis- 
tributers of motion-picture films, organizations engaged im the entertainment 
husiness and other persons or organizations producing or making available for 
broadcasting, programs of various types. After accomplishing such objectives, 
working capital will be required for the establishment and operation of an 
entertainment booking agency. It is these activities in which the Company pro- 
poses to engage and it is impossible at this time to itemize with any degree of 
accuracy the actual purposes for which the proceeds will be used. 

In the event the offering hereunder is completed and additional funds are 
needed to carry on its proposed business as herein described, the Company may 
obtain such additional funds from the proceeds of borrowings, the sale of addi- 
tional stock, or other appropriate means. No such additional financing by the 
Company is now contemplated. 

MANAGEMENT 


The names and addresses of the officers and directors of the Company are as 
follows : 





Name Address Office 


GE RE dcetbvenanaiecshi — Dearborn St, Chieago 4, | President and director. 


Thomas M. McNicholas- - . -.--- | Room 2067, 231 South La Salle St., | Vice president, treasurer, and direc- 
Chicago 4, Ill. tor. 
— La Salle St., Chicago 3, | Secretary and director. 


The officers and directors of the Company are acting in a temporary capacity 
without compensation, with the exception of Mr. McNicholas. It is anticipated 
that when and if all of the common stock offered. hereunder is sold and the con- 
tract between the Company and Zenith becomes effective so that the Company 
will be in a position to commence active operations, the then shareholders will 
elect a permanent board of directors, who in turn will elect the officers of the Com- 
pany that are to be charged with its operation and management. As of the date 
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of this prospectus, it is not known who these individuals will be. It is anticipated 
that Mr. MecNicholas will remain associated: with the Company in'an executive 
capacty and possibly as a member of its board of directors. 

Mr. S. I. Marks is a wholesale distributor of specialty products and has been 
engaged in this business for many years. He is the owner of Simarks Company, 
an individual proprietorship, with offices at 343 South Dearborn Street; Chi- 
cago, Illinois. 

Mr. Thomas M. MeNicholas is a graduate of the University of Notre Dame 
and for a number of years subsequent to his graduation in 1929 was associated 
with that institution in various administrative capacities. For more than five 
years immediately prior to his employment by the Company he was engaged in 
the newspaper business as secretary, treasurer, and a member of the board of 
directors of Tennessean Newspapers, Inc., newspaper publishers of Nashville, 
Tennessee. 

Mr. B. A. Massee has been engaged in the insurance-brokerage business in Chi- 
cago, Illinois, since 1932 and is presently associated with R. N. Crawford & 
Company, 120 South La Salle Street, Chicago, Illinois. 


REMUNERATION OF DIRECTORS AND OFFICERS 


Mr. Thomas M. MeNicholas, vice president, treasurer, and a director of the 
Company, is the only officer or director receiving any remuneration. In May 
1949 he was employed by the Company at an annual salary of $10,000. It is 
assumed that when and if this financing is completed the Company will employ 
others in executive capacities and will compensate them commensurate with the 
nature of their duties and responsibilities. It also may pay reasonable fees to 
its directors for attendance at meetings. No commitments in this respect have 
been entered into by the Company as of the date of this prospectus. 

The following tabulation sets forth on an accrual basis the remuneration for 
services to the directors and officers, directly or indirectly, by the Company from 
the date of its organization in May 1949 to January 31, 1950: 


Divectort! T0068 G0 CRIDER ciciceshtientutticinmntbiiatiiicnkseucmiie None 
OB cere’ COURTS a o.5 accent nialis aba tetcailasamuagen ce $7, 499. 97 
Other remuneration of directors and officers 


Total 
PRINCIPAL SECURITY HOLDERS 


None of the officers or directors of the Company owns any of the Company’s 
common stock. As heretofore stated, all of its outstanding stock is owned by 


individuals who are either officers or directors of Zenith Radio Corporation or 
both officers and directors of that company. 


As of January 31, 1950, the following persons held, of record or beneficially, 
10 percent or more of the Company’s outstanding stock : 


Amount 
Name and address Title of class Type of ownership | owned | Percent 


(shares) | ° class 


E. F. McDonald, Jr., 5801 West | Common stock 
Dickens Ave., Chicago, Il. 

Irving Herriott, 120 South LaSalle |.....do__..._----...__-_}--_.- 
st., Chicago, Ml, 

Frank A. Miller, 141 West Jackson 
Blvd., Chicago, Ill. 


Note.—The directors of Zenith, as a group, owned or controlled on July 15, 1949, 58,384 shares of Zenith. 
If they exercise the subscription privileges pertaiming to said 58,384 shares (and if all the shares of the Com- 
pany herein offered are issued), they will own or control 11,6564 shares, or slightly in excess of 1134 percent 
of the Company’s ontstanding stock. This computation does not include shares that the directors of Zenith 
may purchase in addition to those which they will have the privilege of purchasing as stated. 


OPTIONS TO PURCHASE SECURITIES OF THE COMPANY 


There are no outstanding options to purchase any of the Company’s common 
stock except insofar as the obligation of the Company to first offer the shares 
covered by this Prospectus to the shareholders of Zenith may be considered an 
option. This obligation is imposed on the Company under the provisions of its 
contract with Zenith described above. The terms of the offering to Zenith share- 
holders are fully set forth at page 6 of the Prospectus. 
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EXPERTS 


The financial statements, including the notes thereto, of the Company from 
May 25, 1949, the date of its incorporation, to January 31, 1950, included in the 
Registration Statement and this prospectus have been reviewed by Touche, Niven, 
Bailey & Smart, independent public accountants, as set forth in their report 
appearing in this Prospectus and have been so included in reliance upon the 
report and opinion of said firm as experts. 

No member of the firm of Touche, Niven, Bailey & Smart is an officer or 
employee of the Company. The members of said firm have no substantial 
interest in the Company as a promoter, underwriter, voting trustee, director, 
officer or employee. It is contemplated that said firm will continue to act as 
independent auditors for the Company. It has not been employed on a contin- 
gent basis. 

MISCELLANEOUS 


The legality of the $10 par value common stock offered hereunder and all other 
legal matters relating thereto will be passed upon by Tenney, Sherman, Rogers 
& Guthrie, 120 South LaSalle Street, Chicago 3, Illinois, counsel for the Com- 
pany 

The Company is not a party to any pending legal proceedings nor are any such 
proceedings known to be contemplated. 


TECO, INC,, FINANCIAL STATEMENTS 


The statement of other securities has been omitted since the Company has no 
securities other than those included in the statement of capital shares. 


ACCOUNTANTS’ REPORT 


CHICAGO, ILLINOIS, 
February 11, 1950. 
Boarp OF Directors, TECO, INC. : 

We have examined the statements of assets and capitalized expenses, liabilities, 
and capital shares of Teco, Inc., as of January 31, 1950, and the statement of 
eash receipts and disbursements for the period from May 25, 1949 (date of 
incorporation) to January 31, 1950. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly included such tests 
of the accounting records and such other auditing procedures as we considered 
necessary in the circumstances. 

In our opinion, the statements of assets and capitalized expenses, liabilities, and 
capital shares of Teco, Inc., present fairly the financial position of Teco, Inc., 
at January 31, 1950, and the accompanying statement of cash receipts and dis- 
bursements presents fairly the cash receipts and disbursements of the Company 
for the period from May 25, 1949, to January 31, 1950, in conformity with generally 
accepted accounting principles applied on a consistent basis. 


ToucHE, NIVEN, BAILEY & SMART, 
Certified Public Accountants. 
Teco, Inc. 


STATEMENT OF ASSETS AND CAPITALIZED EXPENSES 


January 31, 1950 
Current Assets—cash 
Other-Assets : 
Office furniture and fixtures, less depreciation of $8.58_ $1, 020. 97 
Carpeting, less amortization of $118.11 
1, 375. 32 
Capitalized Expenses: 
Development expenses, consisting principally of salary 
and travel expenses of a director and officer of 
the Company—Note B 
Organization expenses 


Total Assets and Capitalized Expenses_.________..________ 20, 948. 65 
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STATEMENT OF LIABILITIES 


January 31, 1950 
Current Liabilities : 
Non-Interest-Bearing Demand Note Payable 
Aceounts Payable—Note C 
Accrued Salary and Federal Income Taxes Withheld 
Accrued Social Security Taxes... teqpre eqns ene strevertetars 


10, 943. 65 
STATEMENT OF CAPITAL SHARES 


January 31, 1950 


Common Stock, par value $10.00 per share—Notes D and E: 
Author ized—100, 000 Shares 
10, 000. 00 


Total Liabilities and Capital Shares_...__..._._._-__---_.-. 20, 943. 65 


STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS 


May 25, 1949 (Date of Incorporation) to January 31, 1950 


May 25, 1949 May 25, 1949 
to January |; onth of | +, December 


31,1950 | January 1950 | "31, 1949 


Cash Balance—beginning of period 

Re ceipts: 
Sale of 1,000 shares of common stock, at par value- ----- $10, 000. 00 
Non-interest-bearing demand note a 10, 000. 00 





20,000.00 | 





Disbursements: | 
Organisation expenses—.- #2 63 jo oes eect a eee y | 79. 06 
Development expenses, consisting principally of salary 
and travel expenses of a director and officer of the 
Company ue chu See case 8, 564. 29 1, 087. 84 | 7, 476. 45 
Office furniture, fixtures and carpeting. 1, 502. 01 132. 48 1, 369.53 





10, 145. 36 pot 2 220. 32 | 8, 925. 04 





Cash Balance—end of period 9, 854. 64 ~ . 1, 074. 96 


Norr.—Reference is made to the accompanying notes which are an integral part of these Financial State- 
ments. 


TECO, INC., NOTES TO FINANCIAL STATEMENTS 
January 31, 1950 


A. The Company has entered into a contract dated July 26, 1949, with Zenith 
Radio Corporation relating to the promotion, development and operation of 
Phonevision. Under this contract the Company is granted certain rights with 
respect to the transmitting portion of Phonevision. The terms and provisions 
of the contract are described in the Prospectus beginning on page 2. 

As indicated therein, the contract will not become effective unless the Company 
obtains, through the sale of its stock, its entire authorized capital of $1,000,000.00 
within seven months after the stock is first offered for sale. In the event the 
Company is unable to procure its entire $1,000,000.00 capitalization within the 
period specified, it is obligated to return to all persons who have subscribed for 
and purchased its stock the amounts paid by them for the same, after deducting 
their proportionate share of the cost of organizing the Company and its other 
proper and necessary expenses, including, among others, the expenses incurred 
by it in procuring subscriptions for its stock. 

Under date of January 31, 1950, three of the promoters of the enterprise en- 
tered into a contract with the Company providing, among other things, that if 
the Company is unable to procure its entire capitalization within the stated 
period, all these expenses shall be paid out of funds received by the Company 
on subscriptions made by the promoters. Accordingly, in the event of the con- 
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tingency referred to, all subscribers other than the Promoters will have returned 
to them the full amount of their subscriptions without any deductions. 

B. All expenses incurred by the Company during the development stage in 
promoting Phonevision and endeavoring to bring about its acceptance and use 
are and will be capitalized. At the present time, the Company has not formulated 
a definite program of amortization of such accumulated costs. 

C. No provision has been made in the accompanying statements for expenses 
in connection with the proposed sale of the common stock. It is estimated that 
said expenses will amount to $50,000.00. 

D. All of the outstanding stock at January 31, 1950, was issued upon payment in 
full in cash. There were no underwriting discounts or commissions incurred in 
the sale of such stock. 

E. There are no outstanding options or rights to purchase any of the Company’s 
stock except insofar as the obligation of the Company, under the provisions of 
its contract with Zenith Radio Corporation dated July 26, 1949, to first offer the 
common shares to the shareholders of Zenith, may be considered an option or 
right to acquire the shares. 

The Company is obligated to offer to shareholders of Zenith the right to sub- 
scribe to the $10.00 par value common stock in proportion to the number of 
shares of Zenith stock held by such shareholders, as established by the stock 
records of Zenith at the close of business July 15, 1949. Each owner of five 
shares of Zenith stock will be entitled to subscribe to the purchase of one share 
of the Company’s stock at a price of $10.00 per share. Any unit of Zenith stock 
less than five shares owned by any shareholder of that company will entitle such 
shareholder to subscribe proportionately for fractional shares of the Company’s 
stock. The right of Zenith’s shareholders to subscribe for the Company‘s stock 
will expire twenty days after its offer for sale to them. 


ADDITIONAL INFORMATION ON FILE WITH THE SECURITIES AND EXCHANGE COMMISSION 


Further information with respect to these securities and their issuer is to be 
found in the Registration Statement on file with the Securities and Exchange 
Commission, Washington, D. C. 

The Registration Statement may be inspected by anyone at the office of the 
Commission without charge and copies of all or any part of it may be obtained 
upon payment of the Commission’s charge for copying. ; 

Other information relating to the Company and various exhibits, such as, the 
Articles of Incorporation of the Company, its bylaws, opinions of counsel, forms 
of stock certificates, the subscription form to be submitted to shareholders of 
Zenith, the form of Subscription Receipt, the escrow agreement relating to the 
escrow of funds received from subscribers, an estimate of the expenses of the 
Company in connection with this issue and certain other agreements are included 
in such information on file with the Commission. 

TECO, Inc., 
By 8S. I. Marks, President. 


Senator Briere. Is there anything further to come before us? 

Mr. Prerson. Mr. Chairman, the document to which Mr. Cohn refers 
was the interpretation of some prospectus issued by TECO which he 
said tended to refute testimony that we gave here. Since he hadn’t 
put it into the record up to the time I appeared, I didn’t respond to it. 

Senator Brete. You will have the opportunity of taking a look at 
it, and can have 10 days to take a look at it. Is there anything further 
to come before the hearing? If not, this phase of the television hearing 
= subscription television stands in recess subject to the call of the 

Yhair. 


(Whereupon, at 3:50 p. m., the committee recessed to reconvene at 
the call of the chairman. ) 








APPENDIX 


ADDITIONAL MATERIALS ON SUBSCRIPTION TELEVISION INsERTED INTO 
Recorp 1n Later Puases or HEARINGS 


A number of letters and written statements relating to the question 
of subscription television were received by the committee and ordered 
inserted in the record during the later phases of the inquiry concerning 
network practices. They are printed in this appendix in order to 
bring them together with the other testimony and materials on sub- 
scription television. 


hese materials are set forth below in the order in which they were 
inserted in the record. In each case the date on which they were thus 
inserted is shown, so that reference can be made, if desired, to the point 
at which they were actually received. 
One small portion of the testimony of Chairman McConnaughey, of 
the Federal Communications Commisgjon, on July 17, 1956, pertained 
to subscription television.’ It is'set' forth at page 1473 below. 


[Inserted May 15, 1956] 


CoHN & MARKS, 
Washington, D.C., May 11, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Senate Interstate and Foreign Commerce Committee, 
Senate Office Building, 
Washington, D. C. 


Deak SENATOR MAGNUSON: When I appeared and testified before your com- 
mittee on April 25, 1956, Senator Pastore.asked me a question to which I did 
not know the answer. I asked permission to supply the information later for 
the record and this permission was granted me. The purpose of this letter is 
to supply that information. 

In the course of my testimony I referred to the fact that the movie Richard III 
appeared on television before it was shown in the movies. Senator Pastore 
asked me whether there were any other movies which made their first appearance 
on television. The answer is that, among the more popular movies, The Constant 
Husband and Davey Crockett were first shown to the American public via tele- 
vision. Undoubtedly there were other less popular movies also. 

Sincerely, 


Marcus CoHN, 


anemia 


[ Inserted. May 15, 1956] 
SUPPLEMENTAL STATEMENT ON ZENITH Rapio Corp. AND TECO, INC. 


This supplemental statement is limited to answering certain erroneous as- 
sumptions made by Marcus Cohn, counsel for the Committee Against Pay-to-See 
TV, in connection with an interpretation of an agreement entered into by Zenith 
Radio Corp. and Teco, Inc., in 1949. Since the public document upon which Mr. 
Cohn based his charges was not submitted into this record until the close of the 
hearing on April 27, 1956, the chairman of this committee granted permission to 
Zenith and Teco to file a written reply within 10 days (tr. 2793). 

During the course of his testimony, Mr. Cohn stated that under his inter- 
pretation of an existing agreement between Zenith and Teco (1) Teco will pro- 
vide all programing to be carried by subscription broadcasts if the Zenith 
system is approved, and (2) Teco, rather than the broadcaster, will unilaterally 
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set the rate at which the public will pay for subscription programs (tr. 2352- 
2355). 

Mr. Cohn’s assumptions were based upon his interpretation of the description 
of the agreement entered into by Zenith and Teco on July 26, 1949, as described 
in the prospectus of Teco, Inc., issued April 19, 1950 (inserted in the record at 
p. 2792), which was filed with the Securities and Exchange Commission. The 
pertinent language of the prospectus upon which Mr. Cohn based the above 
assumptions is as follows: 

“4. In the event the company is successful in its efforts to bring about the 
adoption and use of phonevision by the various broadcasting interests above 
set forth, the company will arrange for and book the programs to be broadcast 
by means of phonevision and will act as the representative or agent of such 
interests in coordinating their operations. It will negotiate and make agree- 
ments with respect to the fixing of the fees to be charged users of television 
receivers who subscribe for programs broadcast by means of phonevision and 
it will collect all or a portion of such fees and negotiate and make agreements 
with respect to the allocation of such fees between the various interests involved. 
The company also will assist in obtaining the necessary authority from the 
Federal Communications Commission or any other governmental agency having 
jurisdiction of the matter to establish, put in use, and operate the transmitting 
portion of phonevision” (prospectus, p. 2). 

In construing the above language, consideration must first be given to the 
circumstances existing at the time the agreement was written in 1949. At that 
time subscription television was in a laboratory stage of technical developmment 
and far removed from commercial operation. As a result, the above-quoted 
language may understandably lack specific detail as to business operations. Mr. 
Cohn, in the spirit of advocacy, has seized upon this particular lack of detail. 
But his charges are based solely upon his own self-serving interpretation of this 
language. 

The description of the 1949 agreement set forth in the prospectus states: 
“The company [Teco] will arrange for and book the programs to be broadcast 
by means of phonevision and will act as the representative or agent of such 
interest in coordinating their operations.” From this Mr. Cohn jumped to the 
unwarranted conclusions (1) that Teco will “tie in” the furnishing of programs 
with the use of the phonevision system, and (2) that no one else can or will 
provide subscription programs to the broadcaster. 

Both Zenith and Teco are well aware that any attempt to require any broad- 
caster using phonevision equipment to obtain program product exclusively from 
Teco would be an illegal tie-in under the antitrust laws (Cf. International Sait 
Co., Inc. v. United States, 332 U. S. 392 (1947)). In view of this knowledge on 
the part of Zenith and Teco, it cannot be presumed that they would do what 
they know would be illegal. 

Furthermore, it is an elementary rule of contract interpretation that the 
interpretation given by the parties themselves to a eontract, as reflected by their 
actions and public declarations, is the best manifestation of their intentions. 
Therefore, we will specifically point out how Mr. Cohn’s conclusions conflict 
with those various acts and public declarations of Zenith and Teco which con- 
stitute the only meaningful interpretation of the language in question. 

Further, the parties to the agreement by public declaration have made clear 
that under the 1949 agreement, the broadcaster will not be restricted to broad- 
casting subscription programs obtained-frem Teco over the phonevision system. 
Thus, in comments jointly filed by Zenith and Teco with the Federal Communi- 
cations Commission in June 1955 it was stated that— 

“While Teco will do everything in its power to procure and distribute high 
quality program product for subscription broadcasts, no broadcast station desir- 
ing to utilize the service of any local phonevision franchise holder will be re- 
quired or obligated by such franchise holder to obtain its subscription program 
product from Teco. Teco’s distribution activities will give the broadcasters as- 
surance that high quality programs will be available. If the broadcasters can 
obtain high quality bow-office programs from sources other than Teco, they may 
do so. Teco, however, will offer an additional competitive source to those other 
sources which may have high quality product available for distribution to sub- 
seription television.” [Emphasis added.] Comments of Zenith Radio Corp. 
and ‘Teco, Inc. Before the Federal ‘Communications Commission, Docket No. 
11279, p. 8; see also p. 55.) 
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The above interpretation placed upon the contract by the parties themselves 
clearly repudiates the charge of Mr. Cohn that any broadcaster desiring to use 
the Zenith phonevision system must obtain its programs from Teco. 

Mr. Cohn also misinterprets the 1949 agreement as providing that Teco and 
not the broadcaster will fix the ultimate fee which the public will pay for its 
subscription programs. He arrives at this position from the general language 
that Teco “will negotiate and make agreements with respect to the fixing of fees 
to be charged users of television receivers who subscribe for programs broadcast 
by means of phonevision * * *”’ and that Teco will collect the subscription fees. 
This language was not intended to, and does not, mean that either Teco or its 
franchise holder will enter contracts reserving to themselves the right to fix and 
establish the prices to the public—it obviously refers to the fact that contractual 
arrangements will undoubtedly be necessary between Teco and its franchise 
holders and between the franchise holders and the broadcasters for whom the 
service will be provided and that the latter contracts will necessarily contain:a 
provision relating to the fees to be charged the public. It is obviously necessary 
that the franchise holder be notified of the price which the public is to be charged 
for a particular program so that this information can be supplied to prospective 
purchasers and so the proper amounts can be collected for each program. This 
is the type of agreement contemplated by the general language in question. From 
the language itself, it is clear that there was no intention that Teco itself fix 
these fees because no negotiation or agreement of the type referred to would be 
necessary if the fees would be fixed and collected by the same person. We wish 
to make it plain, so that there can be no doubt whatever, that it is not the in- 
tention of Teco that the franchise holders will have the right by contract or 
otherwise to dictate the fees to be charged for any particular program. The 
matter of program fees will be the primary responsibility of the broadcaSter. 

In conclusion, we call attention to our statements to the Federal Communica- 
tions Commission in previously filed comments that “An inherent part of 
the phonevision plan is that the function and duty of the broadcaster in 
subscription television will be fundamentally no different than under cur- 
rent conditions. There will be no diminution of the licensee’s control over 
his station or responsibility to the public. Subject to Commission regula- 
tions and the policy recommended herein that subscription broadcasters 
be limited to broadcasting programs which are of box-office quality, the broad- 
easter will select the subscription programs he believes to be in the ptblic 
interest. Further, the broadcaster will determine the source, quantity, and 
time of his subscription broadcasts.” 

We have further stated that the loeal franchise holder’s primary function 
will be to provide the equipment and necessary administrative service essential 
for subscription television to all authorized broadcasters in the community 
without discrimination. Once established, the local phonevision franchise service 
will be available to any broadcaster (commercial or educational) authorized 
and desiring to use it. Under the circumstances, it is clear that the plan of 
operation proposed by Zenith and Teco does not contemplate any perpendicular 
monopoly which takes the ultimate control of subscription television out of 
the hands of the broadcasters. Aside from the obvious fact that such control 
cannot be taken from the broadcasters as a matter of law, it is clear that no 
monopoly in subscription programing can result from the business methods 
outlined by Zenith and Teco in this proceeding and before the Federal Com- 
munications Commission. Indeed, the contrary is true, for Zenith and Teco 
propose that any local franchise holder must make the subscription system 
available to all broadcasters authorized by the Commission to carry subscription 
programs without discrimination, and also that the broadcaster shall be com- 
pletely independent in selecting the source of any subscription program it may 
desire to broadcast. These proposals will clearly promote rather than restrict 
competition. 

Respectfully submitted. 

ZENITH RApIo Corp., 
By VERNON C. KoninHaas, 
Pierson, Batt & Down, 
Washington, D. C., Its Attorneys. 
Teco, INc., 
By Loucks, Zias, Youne & JANskKy, 


Washington, D. C., lis Attorneys. 
May 7, 1956. 
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[Inserted May 15, 1956] 


(with its enclosures) 


Hickory HILL BROADCASTING Co., 
Thomson, Ga., May 3, 1956. 
Hon WARREN G. MAGNUSON, 
United States Senate, Washington, D. C. 


DEAR Mr. SENATOR: Somehow, because of my extensive travels around the 
country, I did not realize that the hearings on toll TV had been scheduled for 
last week. Had I known, I would have asked for a few minutes to appear. 
However, I would like to submit the 3 letters I wrote to the Federal Communi- 
eations Commission during 1955 so that you will have this information along 
with-the other material you have received and the points that were made during 
the hearings. 

I was particularly distressed with the comments by Senator Bricker and his 
charges of monopoly which, I think, were unfounded and unfair. 

I feel sure that the deeper your committee and the FCC get into the subject 
of network regulation, the more they will realize that there is no need for such 
regulation and I am sure that the sound-thinking people who have to make these 
decisions will come up with the answer that is best for the people. 

Sincerely, 


EpGarR Kopak. 
P. 8. I strongly urge that the subject of toll radio be a part of this study. 
Both radio and television are licensed and involve the airways and both should 
be subject to this study. If not, and a decision were to be made in favor of 
toll TV, there would be confusion. 


E. K. 


Hickory HILtt BROADCASTING Co., 
Thomson, Ga., May 17, 1955. 
Re Toll TV. 
FEDERAL COMMUNICATION COMMISSION, 
New Post Office Building, Washington, D. C. 


GENTLEMEN: The subject of toll TV as covered in the press and on radio and 
television, has interested me a great deal. It brings to my mind the early days 
of broadcasting at the time the Federal Radio Commission, predecessor of the 
FCC, had the responsibility of setting up the allocation plans and following out 
the will of the people concerning the public interest, convenience, and necessity. 

At that time, I was with the McGraw-Hill Publishing Co. as publisher of their 
electrical and radio publications. One of our editors, Dr. Orestes H. Caldwell, 
was named a member of the Federal Radio Commission as one of its first 
Commissioners. - 

During those early days of broadcasting, I expressed the view that I thought 
that radio should be made available to the public on a pay basis, on a monthly 
charge, not per program. This thinking, undoubtedly, stemmed from my publish- 
ing experience where we charged subscribers a nominal sum per year to receive 
our magazines and the balance of our income came from the advertiser. 

The idea, evidently, was not considered feasible and I was not running a 
crusade. I did realize and still do, that the listener makes an investment for 
sets, for maintenance, and pays an additional amount for the use of electricity. 
In.other words, broadcasting is not free, although the network, station, and the 
program owner get no part Of this money. ‘ 

When television got into operation after World War II, the talk of toll TV 
came to thefront. There is no question but that any new thought or idea deserves 
serious consideration. I am glad to know that this is being done. However, 
from what I have read and heard and seen to date, it doesn’t seem to bring 
out enough points to help the general public understand the situation. There is 
much self-interest in the matter on the part of those who are pro toll TV as well 
as those who are against it. And, there is nothing wrong with self-interest in 
this country of free enterprise. And, the self-interest of the public is most 
important. 

But, something is missing and perhaps the answers will come out at the hear- 
ings. I do not get particularly excited at the opportunity of paying for the 
opening of a new play on Broadway by seeing and hearing it in my living room. 
On the stage, as well as in radio and TV, many shows are flops; the same goes 
for first-run movies. I am having difficulty finding out just what it is that I will 





TELEVISION INQUIRY 1471 


get which will be better and more in my interest than that which is available 
today. 

What, for example, will happen to sports events such as the world series? If 
the world series goes toll TV, will it be taken away from me on radio? The 
same goes for the Metropolitan Opera and the great symphonies and other 
programs now available on radio. And, how about religious and educational 
programs? Also, should the long-line rates be on a higher scale? 

I fee] that the idea that was in my mind and the minds of others in the early 
days of radio was, possibly, sound—so I have no reason to be negative to toll TV. 
However, the approach as made today doesn’t seem to answer the matter from 
the standpoint of public interest. And, one important element has been for- 
gotten in this hard drive to get the listener and viewer to pay for certain pro- 
grams—radio broadcasting is also licensed by the FCC and radio is as free as 
television. It is my feeling that any hearing held on toll TV should also include 
the subject of toll radio. Should one be free—the other paid? 

It is hard for me to figure out whether we are going to have our radio and TV 
scrambled, poached, fried, hard, soft, or raw, and people can read what they 
want to into this list of the future of ‘the egg. What kind of.egg will be laid? 

The biggest problem that is faced is that you will have difficulty taking away 
something that has been free for years and starting a charge account system. I 
don’t envy you your jobs. 

Very truly yours, 
EpGar Korpak, President. 

P. S. As chairman of the Freedom of Information Committee of the National 
Association of Radio and Television Broadcasters, I would like to surgest that 
these hearings be opened to radio and television broadcasting as well ag to the 
press and photographers as these hearings are certainly in the public interest. 


E. K. 


Hicxory Hitt Broapcastine Co., 
Thomson, Ga., June 8, 1955. 
Re toll TV. 
Miss Mary JANE Morris, 
Secretary, Federal Communications Commission, 
New Post Office Building, Washington, D. C. 

Dear Miss Morris: On May 17 I wrote to the Federal Communications Com- 
mission on the subject of toll-TV. The following points are submitted for con- 
sideration by the Commission in its study of this matter which affects the public 
interest of the people today and far, far into the future: 

1. Any deliberation of toll-TV must also include consideration of toll-radio— 
AM and FM broadcasting. One cannot be free and the other part pay, part 
free. Therefore, I ask that you enlarge the hearing to include all phases of 
broadcasting where licenses are involved. 

2. All hearings should be open to microphones and television cameras as well 
as to the press and photographers to cover the hearings so that all listeners, 
readérs, and viewers can get.all sides of this vital subject which involves their 
freecom. This is truly public interest, convenience, and necessity. 

3. If the people should be asked to pay for programs, examination should be 
made as to whether charges should be made per program or on the use of sets 
by day, month, or year. If broadcasting should be on a pay basis, should it be 
part free, part paid, or all free, or all paid. If it is to be paid in any form, examine 
the idea of metering any usage of sets as we now meter gas, electricity, and water. 

4. If paid, who should get paid—the broadcasters—the people through their 
Government—or both? 

5. If broadcasting goes paid. should the Government charge for licenses? 

6. Review the rights of tne set owner who invests in sets, set maintenance, 
electricity and batteries, and other costs which amount to very large sums 
annually. 

7. Study the effect on a national emergency with a part-paid, part-free or 
all-paid system. Would a change in the present system handcuff our greatest 
means of mass communications? 

As a pioneer in radio and broadcasting, my interest has been and still is the 
interest of the people. And that is your interest, too. 

Very truly yours, 


Epe@ar Kosak, President. 
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Hickory HILL BROADCASTING Co., 
Thomson, Ga., September 8, 1955. 
Re toll television. 
Miss Mary JANE Morris, 
Secretary, Federal Communications Commission, 
New Post Office Building, Washington, D.C. 

DEAR Miss Morris: This is my third letter addressed to you on the subject of 
toll TV. In the two previous letters I did not indicate my conclusion on this 
important subject. It was my intention to list points that deserved considera- 
tion, points which I have studied in some detail to help me arrive at a conclusion 
either for or against toll TV. 

In the meantime, I have had an opportunity to study most of the presentations 
made to you by those for or against toll TV. With no direct personal financial 
interest in television but with a background of experience in broadcasting since 
its inception, I felt I could make an objective review and study of the subject. 

My investigation of the subject has brought me to the conclusion that toll T\ 
should not be approved either by the Federal Communications Commission or by 
Congress. Further, I wish to reiterate that toll radio must be included in any 
hearing on the subject of toll TV. Both radio and television are licensed by 
the FCC, and one cannot be considered without the other. I ask that the subject 
of toll radio be included in any hearing of toll TV. 

The people must decide this matter and be given an opportunity to be heard. 
Congress is the representative of the people. Let us not have another situation 
where Congress is bypassed. 

Little has been presented that indicates program responsibility in relation- 
ship to a station’s license. The cost to the set owners is high now—the increased 
costs on most plans presented show a healthy income to a few—little considera- 
tion for the listeners’ and viewers’ pocketbook. The air belongs to the people: 
the people, through their Government, allow the licensee to use the air at no 
charge by the people. Public interest, convenience, and necessity cover a broad 
front; we must not forget their meanings, and I cannot see where the word 
“toll” fits in. 

Briefness of this statement is caused by the fact that a current family iliness 
emergency prevents a detailed statement. To meet your September 9 deadline, 
I submit this letter based on my objective study, and I hope for an opportunity 
to appear at any hearing held on this very fundamental subject. 

Very truly yours, 
Epear Kopak, President. 


{Inserted May 15, 1956] 


STATEMENT OF AMERICAN CIVIL LIBERTIES UNION, New York, N. Y. 
MEMORANDUM ON TOLL TELEVISION 


The American Civil Liberties Union is a national nonpartisan organization 
organized to defend the civil liberties guaranteed to all Americans in our Bill of 
Rights. Since its founding in 1920, the ACLU has been especially alert to denial 
of or limitations on the right of free speech, which is protected by the first 
amendment. Our interest has not been confined to cases where Government 
officials have deprived an individual or group of this right. The union has 
actively encouraged the extension of free speech, the expression of opinion on all 
kinds of issues. This is predicated on its belief that our democratic society 
thrives—indeed exists—only so far as there is a free exchange in the market place 
of ideas. For this reason we have supported measures which would add to 
diversity of opinion in the mass communications field. From this diversity, this 
give and take of democratic debate, ideas are refined and the public can choose 
what solutions it wishes for a variety of social problems. 

Because of this, the union naturally has a real interest in the whole problem 
of toll TV. We have followed carefully the debates on the subject by both the 
proponents and foes of this new television system. There are arguments that 
support diversity on both sides; for example, the pro-toll-TV advocates stress that 
their programs will offer events that free television cannot present; the oppo- 
nents of toll TV counter with the argument that the new system would take up 


time on their channels and thus reduce the number of programs now offered to 
the public. 
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After full consideration of all arguments, the union believes that despite im- 
perfections the toll-TV system should receive a trial, provided that important 
safeguards are included. 

The following resolution adopted by our radio-TV panel on March 16, 1955, and 
approved by our board of directors on April 2, 1956, represents the union’s 
opinion : 

“The ACLU has carefully considered toll TV because of the possibility that 
it would increase diversity in TV programing. While the ACLU is concerned 
that the present toll-TV plans may not increase diversity, we favor its trial, but 
only upon the following conditions: (1) that there be no sponsors of toll-TV 
programs; (2) that toll TV should not be allowed in any city unless there are 
at least three other free channels broadcasting; (3) the experiment should be 
limited in time, whatever period is agreed upon; (4) toll-TV programers must 
give ample guarantees that the program content will add something not now 
available, if asked by the FCC. The ACLU should state it is opposed to the 
various toll-TV plans as they now stand, because of the absence of these safe- 
guards—and perhaps other safeguards which have not occurred to us. How- 
ever, we would approve of toll TV on an experimental basis if these safeguards 
are adopted together with any others that might seem appropriate in the public 
interest, as the public hearings may develop, or which may later occur to us.” 

Since the above statement, which emphasizes our concern about sponsored 
toll-TV programs, was adopted, we are pleased to note that one major toll-TV 
group, the Zenith Corp., has announced that its schedules would certainly allow 
for nonsponsored programs. 

May 11, 1956. 


(Hon. George C. McConnaughey, chairman of the Federal Com- 
munications Commission, appeared before the committee on July 17, 
1956, accompanied by other members of the Commission and certain 
of its staff. Their testimony was principally concerned with alloca- 
tions and is therefore printed in the second volume of the UHF-VHF 
Allocation Problem at p. 939. However, one passage concerned sub- 
scription television and is therefore srinted here, as well as in con- 
nection with the full testimony aban 


Mr. Cox. All right. With reference to the matter of subscription television, 
that is another proceeding which the Commission has had under consideration. 
Is there anything to report with respect to the status of that? 

Mr. McConnavuGHey. I think I can answer that very quickly by saying we 
have been devoting our time on this allocation matter practically all the staff, 
day and night, and I mean night, too, and we have not gotten any further on 
subscription television. 

Mr. Cox. I think, of course, the committee indicated they wanted the alloca- 
tions matter treated with priority. 

Mr. McConnauGHey. That is what your committee told us, and what we have 
tried to do. 

Mr. Cox. Am I correct in my understanding that while you have been, there- 
fore, waiting to give further consideration to this issue, that petitions have 
been filed with the Commission for experimental use of a subscription service 
in connection with UHF stations now off the air, and that the Commission has 
denied those almost at the outset on the ground that they are premaure; is 
that correct? 

Mr. McConnavu@uHey. That is correct, Mr. Cox. 

Mr. Cox. In other words, the Commission is of the opinion that not even 
experimental use of subscription television should be authorized until it has 
reached its final conclusion on the general soundness of the proposals that have 
been made? 

Mr. McConNavuGHeEY. I can only answer for myself in that regard, since this 
matter is before us I feel that possibly along the line that we should, personally 
speaking, consider permitting experimental subscription television operation some 
place. I say that is just my own thinking, offhand. I haven’t studied it too 
inuch. [ think we possibly should permit an experimental operation of sub- 
scription television. And I am not going to be tied to that, either. 
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